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ttCONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


CHALRMAN OF GOSSTANDART USSR ON STANDARDS, QUALITY 
Moscow EKONOMICHESKAYA GAZETA in Russian No 17, Apr 82 p 2 


{interview of V.V. Boytsov, chairman of Gosstandart USSR, by EKONOMICHESKAYA 
GAZETA] 


[Text] [Question] A major place is assigned to standardization among the mea- 
Sures of the party and government for ‘“mproving the economic mechanism, Vasiliy 
Vasil'yevich. What has been done in th!s field? What are the developmental 
prospects for standardization during the current five-year plan? 


{Answer] By the end of 1981, the entire stock of state standards operative in 
the country had been essentially renewed. Whereas at the end of the Ninth 
Five-Year Plan, the average age of standards for concrete products was 6-7 
years, by the end of the Tenth, it had been reduced to 4.2 years. 


During the llth Five-Year Plan, it is planned to complete the transition to a 
dynamic system of advanced standardization. Standards created simultaneously 
with scientific-research and experimental-design developments on the basis of 
forecasts of development of science and technology will contain long-term re- 
quirements, setting differentiated levels of production quality. This will 
oblige enterprises to produce new items meeting the requirements of the highest 
category of quality. 


Such lines of work as certification, state surveillance and development of pro- 
erams of complex standardization will be further developed during the current 
five-year plan. 


During the 10th Five-Year Plan, 142 programs were developed of complex stand- 
ardization of the most important types of products for the national economy, 
which tied in requirements to materials going into the products and finished 
production. Accumulated experience makes possible reaching a conclusion con- 
cerning the major effectiveness of such programs. But such a condition is not 
true for all of them. Some of the programs were not sufficiently coordinated 
with the special-goal complex scientific-technical programs as well as programs 
for the solution of most important scientific-technical problems. Because of 
insufficient control over the fulfillment of individual programs, Gosstandart 
and ministries (the developers of the complex programs) were seriously criti- 
cized by the USSR Committee of People's Control. 














System of Standardization 
(number of state, sectorial, republic standards 
and technical conditions) 








1970 1981 
State staadards 12,917 23,149 
Sectorial standards 276 45 ,576 
Republic standards 32 7,125 
Technical conditions 79,697 137,170 


The development of the programs of complex standardization made necessary an 
essentially new approach to their development. Reference is made to the fact 
these programs must first and foremost be oriented toward normative-technical 
provision of special-goal complex national-economic programs. Sixty-six pro- 
grams were developed and approved aimed at boosting effectiveness of use of 
fuel and power resources, satisfaction of the needs of the population for new 
manufactured goods. We concentrated special attention on normative-technical 
and metrological support of the food program. 


I want to say a few words on the further improvement of the metrological sup- 
port of sectors of the national economy. 


On the basis of a conducted analysis of the state of methods and means of 
making measurements, ministries jointly with Gosstandart developed and ap- 
proved 33 pre.rams of metrological support for the output of high-quality 
products. Programs in machine building, the fuel and power complex, ferrous 
and nonferrous metallurgy, petrochemical and light industry are in the realiza- 
tion stage. During the five-year plan there will be designed and put into pro- 
duction more than 2,000 new types of measuring devices for tests and control 

of production quality. 


[Question] The adopted decisions set a task of creating a state system of 
tests for products of production and technical and cultural-consumer use. 
What has been done in this regard? 


[Answer] As of now, 28 ministries and departments have approved jointly with 
Gosstandart 152 lead organizations for state tests of more than 6,000 groups 
of the most important types of output. They include products of cultural- 
consumer use--television sets and radio receivers, children's toys and laundry 
detergents and gas equipment. The Ministry of Machine Tool and Tool Building 
Industry, the Ministry of Machine Building for Light and Food Industry and 
Household Appliances and the Ministry of Electrical Equipment Industry are 
doing considerable work on organizing state testing centers. 


But on the whole the solution of this problem is proceeding extremely slowly. 
Only 25 itead organizationsof the total approved number have been initially 
certified, that is, they confirmed their readiness to conduct state tests. 














but practically even here this very important work of assessing the technical 
level and quality of production has not yet become the basis for the adoption 
of decisions on the feasibility of putting new products into production and of 
exporting them. The material-technical base of the testing centers is not 
everywhere on a sufficiently high level. The initial certification of the 
Ministry of Chemical and Petrolevwm Machine Building, the Ministry of Tractor 
and Agricultural Machine Building and a number of other ministries has been 
given only to the end of the Eleventh Five-Year Plan. 


In this connection ministries and departments should activate work on the cre- 
ation of testing centers. And Gostandart must exercise control over the con- 
ducting of state tests in the putting of new products into production and be- 
tore their certification. 


[Question] Readers’ letters frequently cite examples of products of light in- 
dustry with the Seal of Quality that are not in demand and bring on reprimands 
of buyer. How is such a situation to be explained? 


{Answer} At the present time, there are in the country more than 80,000 desig- 
nations of products with the Seal of Quality. In 1981, a total of 43,374 items 
were certified; among them, consumer goods numbered more than 34,000. Of these 
almost two-thirds are products of the USSR Ministry of Light Industry. Products 
enjoy high demand made by the Yerevan Masis Footwear Factory, Leningrad Porce- 
lain Plant imeni Lomonosov and the Skorokhod Production Association, the Moscow 
Vympel and Salyut production associations and the Riga Rigas Tekstils Produc- 
tion Association. 


But unfortunately many facts speak of the opposite. According to data of the 
USSR Ministry of Trade, in 1981 alone, wholesale organizations of ministries of 
trade of union republics damaged 6 percent of the verified amount of cotton 
fabrics, 5.8 percent of woolen fabrics certified with the highest category, 

6.2 percent of leather footwear, 4 percent of silk fabrics and 3.7 percent 

of clothing. 


One of the reasons is an unobjective classification of products in quality cat- 
evories. Members of state certification commissions sometimes fulfill not suf- 
ficiently responsibly their duties. In 1981, Gosstandart was obliged to returm 
for finishing or recertification about 5,000 decisions of state certification 
commissions. Here it must be said that even representatives of Cosstandart on 
certification commissions do not always in full measure exercise their rights. 


In the certification commissions, the opinion of representatives of ministries 
of trade and ministries of consumer services of union republics and the USSR 
Ministry of Foreign Trade must be deciding. 


Gosstandart on its part is increasing control over the operation of ministries 
and certification commissions to ensure classification under the highest cate- 
sory of quality only products that are worthy, meeting the high requirements of 
the domestic and world market. 











[Question] Tell us how plans for certification of new products are being ful- 
filled by the ministries! 


[Answer] Unfortunately, their fulfillment leaves one wishing for something 
better. In 1981, out of the 235 new products planned for certification of 
the highest category only 86 were so certified. 


One of the reasons for such a situation is that many planning and design organ- 
izations crudely violate the prescribed procedure of development and putting of 
products into production while ministries do not take the necessary measures 
for the elimination of these violations. In 1981, Gosstandart was obliged in 
more than 400 cases to forbid the turning over of technical documentation to 
manufacturers. For example, to the State State Scientific=-Research Institute 
of the Varnish and Paint Industry of the Ministry of Chemical and Petroleum 
Machine Building and the Zaporozh'ye Design and Technological Institute for 
Agricultural Machinery of the Ministry of Machine Building for Animal Husbandry 
and Fodder Production. 


In our view, it is necessary to improve the system of economic and moral incen- 
tives for the development and putting into production of new high-quality pro- 
ducts. Gosstandart in its turm will contro] with great exactingness the work 
of ministries on the fulfillment of all provisions pertaining to ensuring of a 
high technical level for new developments. 


[Question] Editorial mail contains many letters in which readers cite examples 
of at times unjustifiable complexity in the development and coordination of 
Standards. What is the State Committee doing for the elimination of these 
defects? 


[Answer] In truth, the practice existing up to the present time has contributed 
to the fact that development of standards and their coordination with interest- 
ed organizations has been unjustifiably drawn out and complicated. 





Gosstandart jointly with ministries and departments has instituted changes for 
standards determining the procedure of such work. In particular, the number of 
coordinating organizations has been reduced and the manner of coordinating 
scientific-technical documentation has been simplified and also the number of 
accompanying documents has been reduced. 


Enterprises have the right to establish on their own in coordination with con- 
sumers technical conditions for the simplest consumer goods not secured to min- 
istries and departments and also being made from local raw materials and pro- 
duct .on wastes. 


[Question] Tell us how the system of control over the introduction and adher- 
ence to standards and technical conditions operates and is improved! 


[Answer] State surveillance organs, on finding defects in work relating to the 
introduction and adherence to standards, determine the reasons that gave rise 
to them. In 80 percent of cases GOST violations occur due to the fault of the 
enterprises themselves. Among the reasons for the output of poor-quality pro- 
ducts are to be found low output and low production discipline, poor work 














by tic department of technical work, measuring equipment in bad condition and 
the desire to fulfill at any price the target for production volume at the ex- 
pense of quality. State-surveillance organs at some enterprises frequently 
reject up to 50 percent of products accepted by the department of technical 
control and prepared for shipment to customers. Of selectively checked enter- 
prises sometimes more than half allow deviations from normative-technical docu- 
mentation. 


On locating cases of violations of standards, territorial organs of Gosstandart 
torbid sale of the output and where it has already been sold employ economic 
Sanctions. Last year they were applied to more than 5,000 enterprises, But 

in addition to the application of economic sanctions, it is necessary to in- 
crease the accountability of personnel of the technical services and heads of 
enterprises for the quality of produced output. 


The decisions of the 26th CPSU Congress and the November (1981) Plenum of the 
CPSU Central Committee required aserious revision and improvement of the work 
of state surveillance. Checks of planning organizations at the stage of devel- 
opment by them of products forassessing their scientific-technical level and of 
enterprises on the basis of data on the use of the produced items will consti- 
tute an essentially new and important direction of our work. Another new fea- 
ture is the fact that with the introduction of differentiated levels of indica- 
tors of quality of products in the standards state surveillance organs will 
have to exercise control over prompt removal from production of obsolete 
products. 


One of the chief directions of the work of territorial organs of Gosstandart 
during the lith Five-Year Plan is to be control over the introduction and ob- 
servance of the requirements of complex standardization programs. 


The sphere of operation of territorial organs of Gosstandart is being further 

expanded. The state surveillance office is directing much attention to check- 
ing on observance of standards of the labor safety system both at enterprises 

and in the process of design developments. 


During the llth Five-Year Plan, economic measures of influence aie to be used 
not only with respect to enterprises that manufacture products but also in re- 
gard to organizations that provide storage, transportation and sale with viola- 
tions of existing standards that lead to spoilage of already manufactured pro- 
ducts. For the solution of all these probiems, we provide for the accomplish- 
ment of coordinated actions with surveillance organs of ministries and 
departments. 


7697 
CSO: 1820/164 














INVESTMENT, PRICES, BUDGET AND FINANCE 


VARIOUS ASPECTS OF CREDIT PLANNING, FINANCING DISCUSSED 
Territorial Credit Planning 


Moscow DEN'GI I KREDIT in Russian No 12, Dec 81 pp 22-25 





i\Article by M. F. Zhamaletdinov, chief economist of the Economic Planning Adminis- 
tration of the Gosbank Board: "The Experience of Territorial Credit Planning"] 


[Text] The Decree of the CPSU Central Committee and the USSR Council of Ministers 4 
of 12 July 1979 "On Improving Planning and Strengthening the Effect of the Economic 
Mechanism on Raising Production Ffficiency and Work Quality" has posed the task of 
bringing the level of management and planning into conformity with the requirements 
of the stage of developed socialism and for these purposes to carry out a system of 
measures to further improve planned leadership of the economy, to develop democratic 
principles in the managing of production and to ensure a rational combination of 
sectorial and ter itorial development as well as proper balancing of the plans. 


The designated questions are of pertinent significance for the USSR Gosbank system 
and involve all aspects of planning work in the gosbank and particularly in the 
area of credit management. Under conditions where the problem of improving the 
level of plan balancing and ensuring a better coordination of the consumption of 
goods with existing resources is becoming evermore urgent, profound planned work on 
the spot to accumulate temporarily free money in bank accounts and ensure the 
rational utilization of credit resources is assuming great significance. 





Considering the importance of this problem, the USSR Gosbank has carried out meas- 
ures to actively involve its institutions in both planning credit investments as 
well as determining the volume of credit resources. The beginning of this work 
was made in the period of 1961-1964 when the Russian, Ukrainian, Belorussian, 
Kazakh and Moldavian and later all republic gosbank offices as an experiment con- 
verted to the compiling of a balanced credit plan. 


As part of the credit resouces the gosbank institutions planned the capital and 
assets of the bank, budget funds, money on payment accounts and in payments, money 
on the accounts of kolkhozes as well as in the accounts of trade union and other 
public organizations, the deposits of citizens, the funds of the savings banks and 
other liabilities. 


The carrying out of the experiment helped to focus the attention of the gosbank 
institutions on the questions of credit resources and to coordinate credit 














investments with crediting resources. However, the calculations drawn up by the 
gosbank institutions did not have a directive nature, they were not obligatory for 
execution and resource planning was not directly linked to credit planning on the 
spot since the demand for loans was basically determined from the total received 
limit notifications, that is, in a subsequent procedure and here the balance of the 
demand for funds and the available resources was achieved mechanically by moving 
the difference between the final totals of the -redit resources and investments to 
the item "funds in payments." 


Subsequently, in 1972, with the participation of the Belorussian and Lithuanian re- 
public gosbank offices, an experiment was conducted in compiling a summary credit 
plan for the group of ministries and administrations of local industry, domestic 
services for the population and the municipal economy. As credit resources they 
considered the free money which had formed on the accounts of tuese systems and 
were used for satisfying their demand for credits. 


At the same time, in the full sense of the word this was not a summary credit plan 
as its indicators were limited to one sector of the economy, they had a truncated 
nature as the credits and resources were not fully accounted for and did not re- 
flect all the processes involved in the formation and utilization of funds in the 
system's accounts. However, the acquired practice of the participation of the gos- 
bank institutions in compiling summary credit plans served as the necessary basis 
for the further development of summary credit panning. 


In 1974, an experiment was organized in cumpiling and carrying out summary quarter- 
ly credit plans in a territorial breakdown for the Latvian Republic Gosbank Office 
involving all the gosbank institutions on the territory of Latvia in this work. 
Instructional materials were worked out for compiling and carrying out the summary 
credit plan and these provided: a planning methodology for the items of the forma- 
tion and use of credit resources, the conditions for the participation of the gos- 
bank institutions in summary crediting planning and other provisions. 


The experiment was based upon the principles which envisage the compiling of an in- 
ternal credit plan according to the balance method (the balance of resources and 
placement of funds) by each banking institution; the determining of the need for 
short- and long-term credits for all the economic bodies served by the given gos- 
bank institution regardless of their affiliation and for all types of loans; the 
review and approval of credit plans by the superior gosbank institution; granting 
the leaders of the gosbank institutions the right to redistribute credits between 
the economic bodies regardless of their affiliation within the limits of the plan- 
ned amounts for the individual objects of crediting as well as the right to exceed 
the plan under the condition of observing the planned difference between the total 
accumulated resources and the credit investments into the economy. 


The USSR Gosbank Board positively viewed the results of this work and adopted a 
decision to broaden the range of gosbank institutions involved in summary credit 
planning. In addition, the Lithuanian, Estonian and Moldavian republic gosbank 
offices were involved in the experiment. Later, in 1980, proceeding from the need 
to study and develop summary credit planning on the oblast level, the Tatar Repub- 
lic Office along with its subordinate gosbank divisions as well as the Vladimir-~ 
skaya and Ryazanskaya oblast gosbank offices were involved in the work of compiling 

















and carrying out the summary credit plans. For these gosbunk institutions the con- 
ditions were determined for compiling and carrying out the summary credit plans as 
adopted for the Latvian experiment considering the results of this experience. 


The new conditions provide a plan nomenclature for the various levels of the gosbank 
institutions, the granting of additional rights in maneuvering credit limits and a 
simplifying of the plan structure and as a whole the entire practice of drawing up 
and carrying out the summary credit plans. 


The mechanism of summary credit planning is aimed at providing the most rational 
utilization of credit resources and this, combined with the active work carried out 
by the gosbank instituticns to maximally attract free money in bank accounts, should 
help to increase the efficient functioning of the socialist state's loan fund. 


During the involvement in work related to compiling and carrying out the summary 
credit plans, the gosbank institutions achieved a significant increase in the credit 
resources and their stable growth. Here the Latvian and Estonian republic offices 
provided at a growing pace both an absolute and relative increase in the volume of 
accumulated crediting resources while the Lithuanian and Moldavian republic gosbank 
offices, although the increase rates of the resources did drop in 1980, in compari- 
son with the other offices have higher rates of absolute increase in the balances of 
free money in the bank accounts. 





The strengthening of the processes of accumulating credit resources has been accom- 
panied by a decline in the amount of the increase of credit investments accounted 
for in the summary credit plans of the offices and this has told on reducing the in- 
crease rates of the amount of support for the credit plan by money from the central- 
ized credit resource fund. 


At the same time, in recent years in a number of republics there has been a more 
rapid rise in credit investments in comparison with the growth of the accumulated 
crediting resources, however the coefficient for the designated lead in 1980 has 
noticeably declined. The more rapid growth of credits over total resources has been 
accompanied by a decline in the increase of the balances in accounts of the system 
and by a decline in the proportional amount of this type of resources in the overall 
volume of resources involved for crediting. The designated trend to a certain de- 
gree has been caused by the fact that the activities of the republic economy have 
been influenced by unfavorable agricultural production conditions and these have 
brought about a decline in the product growth rates and a reduction in the income 
of a majority of kolkhozes and sovkhozes. 


At the same time, the gosbank institutions have not utilized all opportunities to 
increase the balances on the accounts of the system in the bank. Ina number of 
the republic economies there has been a significant diverting of working capital 
into above-planned inventories and debts and large shortages of own working cavital 
and its immobilization in capital-*ype expenditures have been permitted. 


Ensuring a maximum mobilization of credit resources in the process of planning and 
carrying out credit plans requires a greater effect on the economy in the aim of re- 
leasing the immobilized assets and improving the utilization of internal working 
capital. 














The volumes of credit resources provided in the plans are still not sufficiently 
correlated to the state of work in improving the material and financial system of 
the associations, enterprises and organizations. 


Because of this attention must be paid to the proposal of the Lithuanian Republic 
Gosbank Office aimed at providing an additional attraction of credit resources and 
their rational utilization as a result of working further with the economic bodies 
to maximally accumulate funds in bank accounts. For this they have proposed oblig- 
ing the Union republic ministries and departments as well as the Union-level enter- 
prises and organizations to submit, along with credit applications to the gosbank, 
specific measures to reduce above-planned inventories, to reduce debts and improve 
the utilization of own working capital. 


The basic aim of summary credit planning is to ensure a direct dependence between 
the available credit resources and the overall amount of provided credits. How- 
ever this task cannot be carried out in isolation from the current system of organ- 
izing credit relations. Under these conditions it is advisable to also find other 
ways for solving the designated problem and related to strengthening the interest 
of the gosbank institutions in maximally attracting and economically utilizing 
credit resources. 


For example, the Lithuanian Republic Gosbank Office has involved the sectorial 
credit administrations of the office in the work of mobilizing the credit resources. 
Each quarter these administrations receive a balanced credit plan containing indi- 
cators for the accumulation of credit resources (in the form of balances on the pay- 
ment accounts of the served economic bodies), the providing of short-term credits 

as well as the amount of centralized funds allocated to the administration for sup- 
porting the plan. 


The office's sectorial administrations continuously watch the state of their own 
credit resources and in not fulfilling the quotas for attracting them take addition- 
al measures through the ministries and departments to fulfill the credit plan. In 
the event of a shortage of resources allocated to the administration, the economic 
planning administration of the office solves the question of the possibility of in- 
creasing them by resources provided in the office's plan. 





Participation in the work of compiling and carrying out summary credit plans ina 
territorial breakdown helps to increase the level of economic work in the gosbank 
institutions, to more thoroughly know the economy and to determine the need for 
credit on the basis of analyzing all the economic processes which cause a tendency 
for credit resources to form and be used. 


The republic gosbank offices participating in summary credit planning for a majority 
of positions achieve higher indicators in the operations of the banking institutions. 
Thus, in the Lithuanian and Estonian republic gosbank offices, in 1980, the propor- 
tional amount of promptly repaid loans rose. In these offices as well as in the 
Latvian Republic Gosbank Office the indicators for the relative amount and duration 
of overdue loan debts and unpaid payment documents are better in comparison with the 
data as a whole for the USSR. 


In comparison with the other offices, there is a better structure for credit in- 
vestments, characterized by a smaller share of credits not directly linked to 
material collateral. 











In carrying out summary credit planning, the gosbank institutions strengthen their 
effect on improving the economic and financial activities of enterprises and organi- 
zations. As a result of this in the economies of the Baltic republics and Moldavia, 
in comparison with the national level, there is a significantly lower relative 
amount of the shortage of internal working capital and above-norm inventories which 
are not credited by the bank. 


Work in the area of improving the quality of summary credit planning should be 
further developed. As a whole the gosbank institutions, on the basis of analyzing 
the processes of the formation and use of credit resources, are able to bring about 

a greater accuracy in the plan's calculations. The relative amount of deviations in 
carrying out the plan for the total volume of planned credit resources for the Baltic 
offices during the third and fourth quarters of 1980 ran on a level of 0.3-1.9 per- 
cent, while previously these deviations were 2.9-4.4 percent. 


It is important to increase the level of planning of the funds of an economy and 
this requires a profound analysis of changes in the balances of payment accounts 
broken down for the enterprises, subsectors and sectors of the economy, the indi- 
vidual ministries and departments. Practice indicates that not all the gosbank in- 
stitutions participating in summary credit planning account for and analyze money 
in payment accounts broken down for the individual systems. This significantly im- 
pedes work in planning credit resources. 


The economists of the divisions as well as specialists from the credit administra- 
tions (sections) of the offices must be more actively involved in planning the bal- 
ances of funds in the economy. 


It is essential to achieve a better analysis of the credit applications from the 
economic bodies and in reviewing them to provide a comprehensive approach to deter- 
mining the demand for credit and to planning the balances in payment accounts in 
correlation to the neasures being carried out to reduce above-planned inventories 
and carry out the set quota for involving additional commodities and materials in 
economic circulation, reducing debts, eliminating immobilization and making up the 
committed shortage of own working capital. 


It is essential that the economic bodies in an explanatory note to a credit applica- 
tion provide economic justification not only for the credits being planned but also 
their projected balances on payment accounts in relation to the indicators of eco- 
nomic and financial activities and the particular features of the movement of funds 
in the quarter being planned, including from measures carried out to improve the 
utilization of the own working capital of the economic bodies. 


Great attention should be paid to analyzing the balances of the economic incentive 
funds, the amortization fund for major overhauls and other funds which accumulate in 
accounts relating to operational activities, considering that the processes of their 
formation and use have a substantial impact on the forming of free money in the pay- 
ment accounts of the enterprises and organizations. 


In planning the funds of clients freed because of the changeover to payments for 


completed work without immediate payments, the offices should proceed from the 
totals accounted for in the balance accounts of the USSR Gosbank No 730 and No 733 


10 











as well as the funds shown on the balance sheet of the USSR Stroybank and brought 
to the attention of the gosbank office by the local stroybank institutions under 

the procedure of exchanging information. the total amount of client funds deter- 
mined in this manner should not be less than the amount of credits for incomplete 
construction and installation work. 


In analyzing the fulfillment of the summary credit plan, the gosbank offices must 
pay great attention to studying the reasons for the committed discrepancy between 
the total amount of the designated credits and the total amount of the involved 
client funds, bearing in mind that an excess of credits over resources can only be 
the consequednce of the incomplete depositing of client funds on special accounts 
as a result of a weakening of control by the gosbank institutions over the state of 
these payment. 


It is essential to bring about a further rise in the level of analyzing the fulfill- 
ment of the summary credit plans as an important prerequisite for improving planning 
work, bearing in mind that an improved managing of the processes of the accumulation 
and rational use of credit resources stems from the task posed by the 26th Party 
Congress of improving the quality of the plans and ensuring the unconditional com- 
piling of realistic and balanced plans. 


In this regard important significance should be paid to raising the level of organ- 
izing free credit planning on the basis of using the advanced experience and working 
Out proposals aimed at improving all work in the area of compiling and carrying out 
summary credit plans. 


The further improving of credit resource planning will help to successfully carry 
out the tasks derived for the USSR Gosbank system from the decisions of the 26th 
CPSU Congress and the measures of the USSR Gosbank to carry out the congress deci- 
sions. 


COPYRIGHT: "Den'gi i kredit", 1981 
Planning Fixed Capital Credits 
Moscow DEN'GI I KREDIT in Russian No 12, Dec 81 pp 26-30 


[Article by Yu. S. Krupnov: "Questions in the Planning of Credits for Fixed 
Capital" ] 


[Text] The carrying out of measures to further improve planning work in the 
national economy as envisaged in the decrees of the CPSU Central Committee and the 
USSR Council of Ministers of 12 July 1979 "On Improving Planning and Strengthening 
the Effect of the Economic Mechanism on Raising Production Efficiency and Product 
Quality" and of 14 November 1980 "On Improving Planning and Economic Incentives for 
the Production and Procurement of Agricultural Products," requires an appropriate 
improvement in credit planning. Proceeding from this it is advisable to examine 
certain questions related to the organization of credit plan compiling, and in par- 
ticular the question of the more precise and economically sound delimitation of 
credits and credit resources between the bank plans for the long-term and short-term 
crediting of the national economy and the public. This problem at various times has 














been taken up in the press, ! however it, in our view, has still not received the 
proper solution. 





As is known, credits for expenditures of a capital nature (credit for fixed capital) 
is predominantly provided for an extended period, that is, for the period of the 
circulation of the fixed capital and is invested only once in the fixed capital, 
during the period of its creation or renovation, in being returned by the borrower 
to the lender gradually, part by part. In contrast to this, credit for current ex- 
penditures (credit for working capital) is provided for the period of the circula- 
tion of the working capital, cash and disposable stocks, that is, for a comparative- 
ly short period. The repayment of the credit for current expenditures by the bor- 
rower to the lender occurs, as a rule, immediately and fully after each circulation 
of the credited commodities and materials. While credits for working capital during 
a year can be provided and repaid several times, that is, they can make several rota- 
tions, credits for fixed capital turn over more slowly, making one turnover in sev- 
eral years. Thus, credit for fixed capital differs from credit for working capital 
not only in terms of the sphere of functioning but also in terms of the length of 
the turnover. 


At the same time the given classification of credits has a somewhat hypothetical 
nature. In the first place, long-term credits provided for new construction prod- 
ects and operating enterprises in a number of instances can be used to pay supplier 
bills for building materials and equipment, that is, for forming the working capi- 
tal of the construction projects. Secondly, credits for the forming of working cap- 
ital and for the forming of fixed capital can be provided for a period of under a 
year and over a year. For this reason the crediting plans must be compiled accord- 
ing to the principle of the functioning of the credit and considering the pericd it 
is provided. 


In accord with the two areas of credit investments--into working capital and fixed 
capital--the USSR Gosbank and the USSR Stroybank together with the planning, finan- 
cial and other management bodies, work out individual plans for short- and long- 
term crediting of the national economy and the population. 


Both these credit plans have much in common and this is caused by the uniform nature 
of credit in a socialist society. Both credit plans are based on the quotas of the 
national economic plan and the state budget. Being an inseparable part of the sum- 
mary financial plan which, in accord with the Decree of the CPSU Central Committee 
and Council of Ministers of 12 July 1979 on further improving the economic mechan- 
ism, starting in the llth Five-Year Plan, will be worked out as part of the USSR 
State Economic and Social Development Plan, these credit plans are also a planning 
balance which determines the volume of resources for crediting as well as their spe- 
cific and sectorial use. 


At the same time the credit plans have substantial differences and this is caused 

by the particular features of the monetary resources and credit investments con- 
sidered in these plans. While the long-term crediting plans of the USSR Gosbank and 
USSR Stroybank provide for the amounts of credits extended and repaid for the year, 
the short-term crediting plans of both banks are drawn up for the debt balances as 
of a certain date.’ In addition, in accord with the designated decree of the CPSU 
Central Committee and USSR Council of Minzsters of 12 July 1979. the banks draw up 
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the figures for long- and short-term credits for a 5-year period (with a breakdcowm 
for the years) for the summary financial balance of the state. 


The resources in the long-term crediting plans are: the repayment of previously 
granted loans, allocations from the Union budget to replenish the long-term credit- 
ing funds of the banks, the increase in the balances of the economy on bank accounts 
for capital investments, the money of the Union republic budgets for partially pay- 
ing for the cost of housing being turned over to settlers, special-purpose funds and 
funds brought in from other sources. 


As the resources of short-term crediting, the following are used: the internal 
assets of the banks, the state budget and the economy on accounts and in payments, 
the deposits of the public and money in circulation. 


The asset portion of the long-term crediting plans provides the credits for the 
state and kolkhoz-cooperative enterprises and public organizations for expenditures 
on fixed capital as well as credits for the housing construction cooperatives, the 
urban and rural population for construction and major overhaul of housing, the pur- 
chasing of cows and heifers and other purposes and for the municipal utility enter- 
prises for the major overhaul of fixed capital. 


In accord with the short-term crediting plans, the banks provide credits for work- 
ing capital: for commodities and materials, for production expenditures, payment 
and certain other credits. 


Proceeding from what has been said it is possible only in general outlines to de- 
scribe the short-term crediting plan as "the plan for the borrowed working assets 
while the long-term crediting plan is a plan for credit collateral for the expanded 
reproduction of fixed capital," since the short- and long-term crediting plans are 
not clearly differentiated. 


Certain economists, in viewing the problem of the formation of fixed and working 
capital from bank credit, feel it necessary to eliminate the distinctions between 
the long- and short-term credits and the resources used for these purposes, to 
abandon project-by-project crediting and provide loans for the economy as a whole 
for the forthcoming growth of end product.> The given viewpoint has been subjected 
to valid, in our view, criticism in the economic literature, as this would signifi- 
cantly complicate the control of short- and long-term credit and would impede the 
necessary coordinating of credits with the corresponding credit resources as well 
as the coordination of the physical and cost indicators in the national economic 
plan. The separating of the assets allocated for capital investments from working 
capital which provides the continuity of socialist production presupposes a strict 
delimitation of the credits and the resources going into short- and long-term 
crediting as well as their mutual coordination. 


The necessity of providing such a conformity between credits and credit resources 
is caused by the requirements of the law of monetary circulation, since the use of 
short-term credits for long-term crediting can lead to their diverting from current 
circulation for an extended time and disrupt the proportions formed in the process 
of expanded socialist reproduction.” 
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In recent years, the USSR Gosbank has implemented a number of major measures aimed 
at a stricter delimitation between the short- and long-term crediting plans. In 
1971, the credits provided for expenditures to introduce new equipment, to broaden 
the production of consumer goods and improve the cultural and domestic services for 
the public were shifted from the short-term crediting plan to the long-term credit- 
ing plan which also began to provide for the repayment of these loans. Starting in 
1979, the long-term crediting plan has taken into account the credit (running for 
up to 3 years) provided to the production associations (enterprises) and organiza- 
tions for carrying out, above the state capital investment limit, highly effective 
measures to produce new products and raise the quality of the produced articles in 
addition to expanding the production of consumer goods and improving domestic serv- 
ices for the public in accord with the Decree of the CPSU Central Committee and the 
USSR Council of Ministers of 12 July 1979. 


The measures carried out involving this credit are returned, as a rule, in a short 
period of time and this makes it possible to employ the funds returned from the pre- 
viously granted loans for use as collateral in extending credit. 


All these measures have made it possible to closely link the expenditures on capi- 
tal investments with the sources of their financing, with the plans for the intro- 
duction of new technology and material-technical supply and the annual volumes of 
contracting work as well as to strengthen the link between financial and credit plan- 
ning and improve control over the course of carrying out the financial plans of the 
associations and enterprises. 


At the same time, the problem of an effective and economically sound delimitation of 
credits between the short- and long-term crediting plans has not been fully resolved. 
Without claiming an exhaustive treatment of the ways to resolve this problem, let us 
take up just some, in our view, of the most important aspects of it. 


One of them is to determine the range of credits which should be encompassed by the 
long-term crediting plan. At present, as was pointed out, certain credits having 
the same economic content in some instances are shown in the short-term crediting 
plans and in others in the long-term crediting plans of the banks. This applies to 
loans for expenditures to purchase equipment, to form the basic herd and for certain 
other types of credit which serve the movement of fixed capital.’ Thus, Soviet and 
imported equipment which is included in the estimates for the construction, recon- 
struction, expansion and technical reequipping of the enterprises is paid for from 
short-term credits while the equipment not requiring assembly and not incorporated 
in the estimates is paid for from long-term bank credits. 


Moreover, Soviet and imported equipment can be paid for by long-term credit if the 
expenditures for new construction, expansion, reconstruction and technical reequip- 
ping of operating enterprises are made above the limit of the state capital invest- 
ments. 


An analogous situation has developed with the credits provided to the kolkhozes, 
associations, enterprises, construction projects and organizations which overfulfill 
the annual quotas of the capital construction plan. They receive the designated 
credit as the need arises to pay for the work performed, for equipment and for other 
expenditures above the annual plan in accord with the crediting plans of the USSR 
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Gosbank or the USSR Stroybank. If the project is being built by the internal accun- 
ulation of the sector and budget funds, then such a credit is provided using the 
debt balance in the short-term crediting plans. In the instance when construction 
is being carried out using a long-term credit, this credit is provided also for ex- 
penditures relucing to the overfulfillment of the capital construction plan. 


There must also be an improvement in the procedure for the planning of credit for 
expenditures to form the basic herd. Recently this credit has developed more and 
more. Initially it was provided only to kolkhozes for a period from 3 to 7 years 
if they did not have sufficient money in the fund earmarked for capital investments 
and major overhauls. 


In 1967, the USSR Gosbank was permitted to extend a credit to the sovkhozes (for up 
to 2 years) to cover expenditures on the formation of the basic herd in accord with 
the short-term crediting plan. In 1977-1979, bank crediting was also provided for 
expenditures to form the basic herd in the interfarm agricultural enterprises and 

in the subsidiary farms organized under the state non-agricultural enterprises. The 
designated expenditures were credited under the procedure and conditions set for the 
sovkhozes. In addition, the interfarm enterprises and organizations could obtain 
credit to purchase adult purebred cattle, camels, reindeer and aduit thoroughbred 
horses for a period up to 6 years as well as to purchase purebred sheep and pigs for 
a period up to 3 years within the limits provided for these enterprises and organi- 
zations according to the long-term crediting plan of the USSR Gosbank or USSR Stroy- 
bank. Thus, the same expenditures of a capital nature are covered by the credit re- 
sources both in the long-term crediting plan and in the short-term creditiag plan. 


Considering that expenditures for the acquisition of equiment and for the forming of 
the basic herd as well as the expenditures related to the overulfilling of capital 
constructionplans by construction projects by their nature are of a capital type, 

it seems advisable to focus all the credits for these purposes in one credit plan, 
the long-term crediting plan. 


Finally, it is essential to systematize the planning of credits granted to the 
kolkhozes, sovkhozes and interfarm agricultural enterprises for covering the very 
short (seasonal) shortage of funds earmarked for capital investment financing. 

Thus, these credits are provided to the kolkhozes under the long-term crediting plan 
and to the sovkhozes and interfarm enterprises under the short-term crediting plan. 
Considering that the designated credits serve the circulation of fixed capital at 
socialist enterprises in the process of expanded reproduction, it is also advisable 
to provide for them in the long-term crediting plan. The source for granting such 
loans can be the money of the farms temporarily free during the given calendar year 
and kept in the capital investment accounts. 


The planning of the above-indicated credits according to the period they are granted 
will make it possible to provide for them not only in the credit plans but also in 
the financial plans of the associations and enterprises. This provides an opportun- 
ity to more precisely determine the farms' need for borrowed money and to provide 
greater correlation among the economic, financial and credit plans. 


At the same time, it is essential to shift from the long-term crediting plan to the 
short-term crediting plan, the loans granted to the kolkhozes for the purchasing of 
purebred young cattle, fur-bearing animals, bees and hives, fishing gear as well as 
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for expenditures on the liming of soil, the clearing of land, the preparing of peat 
and lime deposits for the production of peat and lime, for measures to improve soil 
fertility, to upgrade meadows and pastures and to develop reclaimed lands since in 
accord with the established procedures these expenditures and materials are account- 
ed for as part of kolkhoz working capital. 


Another problem is that it is essential to determine the scientifically sound limits 
for the use of resources to cover expenditures of a long- and short-term nature. 


In the economic literature it has been pointed out that the resources for crediting 
expenditures for fixed capital are the temporarily unused money in the capital invest- 
ment accounts since long-term credit is one of the sources for financing these ex- 
penditures.% In particular, the sources of credit for fixed capital can be: the 
permanent balance expressing the accumulation of the socialist economy and amortiza- 
tion deductions kept in the designated accounts as well as the accumulation which is 
not distributed and not employed for an extended time for financing the national 
economy in the form of the excess of state budget income over expenditures in pre- 
vious years. A resource for granting credit for fixed capital can also be that por- 
tion of the population's savings which is related to a specific accumulation of 
money, that is, earmarked for purchasing consumer durables or for improving housing 
and living conditions and is kept in term deposits at the savings banks. ? 


Obviously, for ensuring the proper and effective use of financial resources allo- 
cated by the socialist state to the production collectives for the building of new 
enterprises and for the expansion, reconstruction and technical reequipping of ex- 
isting ones as well as housing and other cultural and service projects, it is essen- 
tial to have a system of special accounts which would consider the money earmarked 
for capital investment financing. 


Certain economists feel that the blocking of enterprise money in special accounts 
for the production development fund, for the financing of capital investments and 
other sorts would impede the use of the assets in current circulation and, conse- 
quently, would prevent the accelerated movement of the means of payment and thereby 
the repayment of the extended loans. For this reason, the maintaining of the spe- 
cial accounts supposedly artificially increases, on the one hand, the volume of 
credit investments and, on the other, the mass of the means of payments. Because 
of this it has been proposed that the line be extended of unblocking the money in 
the special accounts! and letting these funds flow into the general circulation of 
the enterprises. 


We feel that this viewpoint is economically not sufficiently sound. In releasing 
the money of the organizations kept in the special capital investment bank accounts, 
the payment procedure between the basic activity and capital construction would be 
significantly complicated and there would be reduced opportunities for bank control 
over the prompt and complete depositing of the enterprises’ own funds earmarked for 
capital investments and over the proper use of these funds. In turn this would in- 
volve an increase in overdue debt in capital construction for completed work and 
delivered materials and commodities as well as for the bank loans. 


This was also confirmed by practice. Thus, in 1967, in the aim of broadening the 
rights of the industrial enterprise leaders in the area of major overhauls and in- 
creasing the mobility of money use, with the agreement of a majority of the 
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ministries and departments, a new procedure was instituted for the financing of 
major overhauls from the enterprise payment accounts while the special accounts for 
the enterprises of these national economic sectors were eliminated. Here control 
over the proper and economic expenditure of money for major overhaul of fixed capi- 
tal was entrusted to the ministries and departments while the banking institutions 
began to provide only the payment and cash operations related to the payment of doc- 
uments. However, such a control system did not provide the necessary conditions for 
the rational use of the funds earmarked for the major overhaul of fixed capital. As 
a consequence of this, there was an increase in the number of instances of their im- 
proper use, the carrying out of unplanned work which was also not provided with de- 
sign and estimate documents as well as the immobilizing of working capital. For 
this reason, in 1974, the financing of major overhauls from the special accounts of 
the associations, enterprises and organizations was restored. 


Moreover, in the event of the unblocking of money in the special capital investment 
accounts, the banks would be deprived of a significant portion of resources ear- 
marked for fixed capital crediting. 

It is no accident that the development of the economic mechanism has followed the 
path of introducing special accounts for the keeping and accounting of funds ear- 
marked for capital investment financing. Thus, in 1979, the inscitutions of the 
USSR Gosbank and the USSR Stroybank opened up special accounts for the state associ- 
ations and enterprises (aside from the sovkhozes and other state agricultural enter- 
prises) for keeping the money of the fund for sociocultural measures and housing 
construction and earmarked for the financing of capital investments. Even earlier, 
in the middle of the 1960's, special accounts were opened up which began to keep the 
money in the production development fund of the industrial, construction and other 
enterprises and organizations. These measures made it possible to significantly 
strengthen bank control over the proper use of money in the economic incentive funds 
and the prompt depositing of this money on the capital investment financing accounts. 
The permanent balance of money in the special accounts for the production development 
fund and the fund for sociocultural measures and housing construction began to be 
used by the banks as collateral for extending new loans to the economy and public 
under the long-term crediting plan. 


In the aim of more clearly delimiting credit resources between the short- and long- 
term crediting plans, it is advisable to continue the practically tested blocking of 
the money of organizations earmarked for capital investments in special bank ac- 
counts. The first step in this direction could be the opening of separate accounts 
for the keeping of money in the strengthening and expansion fund, the development 
fund and the fund for sociocultural measures and housing construction of the sov- 
khozes and interfarm organizations, as has already been established for the money of 
analogous funds of enterprises in industry, construction and other national economic 
sectors. Also, the special accounts should keep the money of all cooperative organ- 


izations earmarked for capital investment financing. At present, the designated 

money of the housing construction and garage construction cooperatives is accumu- 
lated and spent from special bank accounts while the analogous money of the live- 
stock, orchard and other associations (cooperatives) is concentrated in their cur- 


rent accounts. 


It is also essential to systematize the use of money in other capital investment 
accounts going to credit the national economy and the public. Thus, the money in 
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the financing accounts at the USSR Stroybank is used for short-term crediting, that 
is, for the forming of working capital,}! while the free money in analogous ac- 
counts at the USSR Gosbank is used as a source for extending loans for fixed capi- 
tal. We feel that the temporarily free money in the capital investment accounts 
would better be used as collateral for extending credits for fixed capital. 


FOOTNOTES 


See, for example: N. D. Barkovskiy, "Problemy kredita i denezhnogo oborota v 
usloviyakh razvitogo sotsializma" [Problems of Credit and Monetary Circulation 
Under the Conditions of Developed Socialism], Moscow, Finansy, 1976; "Problemy 
razvitiya sotsialisticheskikh finansov" [Problems in the Development of Social- 
ist Finances], Moscow, Finansy, 1977; V. S. Zakharov, "Kredit v sisteme uprav- 
leniya ekonomikoy" [Credit in the Economic Management System], Moscow, Finansy, 
1979. 
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See N. D. Barkovskiy, op. cit., p 148. 


This credit plan is worked out by the USSR Gosbank for every quarter and by the 
USSR Stroybank for the year with a quarterly breakdown. 


* oN. D. Barkovskiy, op. cit., p 147. 


> EKONOMIKA I MATEMATICHESKIYE METODY [Economics and Mathematical Methods], Moscow, 
Nauka, 1974, Vol 10, No 2, p 250. 


© See: 1. V. Levchuk, "Ssudnyy fond i kredit" [The Loan Fund and Credit], Moscow, 
Finansy, 1971, pp 29, 34 et seq. 


For the sovkhozes and other state agricultural enterprises, Soviet-produced 
equipment is paid for from the long-term crediting accounts. 


See "Problemy razvitiya sotsialisticheskikh finansov," p 350. 
3 See: V. S. Zakharov, op. cit., pp 151-152. 

10 See: S. B. Shteynshleyger and L. A. Maller, 'Denezhnyye rezervy gosudarstven- 
nykh predpriyatiy i ekonomicheskiy kontrol’. Materialy konferentsii. Ekono- 
micheskiy kontrol’ v usloviyakh khozyaystvennoy reformy" [Monetary Reserves of 
State Enterprises and Economic Control. Conference Materials. Economic Control 
Under the Conditions of the Economic Reform], Moscow, 1971, p 72. 

ll See: V. S. Zakharov, op cit., p 151. 
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Function of Credit 
Moscow DEN'GI I KREDIT in Russian No 2, Feb 82 pp 17-24 


[Article by Doctor of Economic Sciences Yu. P. Avdiyants: ''Credit and Its Laws"; 
the article is published as a point of departure for discussion!} 


[Text] One of the most important distinguishing features of mature socialism, as 
was pointed out by L. I. Brezhnev, is the full scope for the operation of the laws 
of socialism.! In terms of credit, the present stage of development requires a dis- 
closure of the economic laws inherent to socialist credit relationships and express- 
ing the fundamental properties of mature socialism as well as a more complete utili- 
zation of the general economic laws of socialism in the credit sphere. The task is, 
considering the achievements of modern science and practice, to ensure a comprehen- 
sive study of the credit laws as elements of a unified system, to disclose the mech- 
anism for the functioning of these laws and to demonstrate the increased opportuni- 
ties and ways for their active use to increase the role of credit in accelerating 
the pace of social reproduction. For solving this problem it is essential to exam- 
ine the entire hierarchy of laws characterizing the different levels and structure 
of economic relationships as well as the direct links between the essence of the 
economic process and the specific forms of its expression. 


In our opinion, credit relations are a form of financial relations and the specific 
laws of credit are a form for the manifestation of the laws operating within finan- 
cial relationships. In turn, financial relations are a form of expressing commodity- 
monetary relationships while the economic relations of a socialist society are re- 
alized in commodity-monetary relations. For this reason the general economic laws 
(the basic economic law, the law of planned national economic development, the law 

of the saving of time, the law of value and others) are realized through an inter- 
mediate element (finances) ultimately in the specific laws of credit. 


The specific economic laws of finance refiect the permanent, natural ties in the 
sphere of finances. The nature and content of them are determined by the essence 

of financial relations. Finances, as a form of distribution relationships, permeate 
all phases of social reproduction and form the circulation aspect of economic rela- 
tions which arise in production, circulation and consumption. In the system of eco- 
nomic laws operating in the financial sphere, the basic one is the law of congruity 
(unity) between the material and value elements of social produc Due to the func- 
tioning of finances, the primary (production) structure of social product is reduced 
to its end (reproduction) structure and as a result a proportion is ensured between 
production and consumption. Ignoring this law gives rise to disproportions either 
in the form of surplus monetary income not secured by goods or in the form of unsold 
commodities and materials. The requirements of the basic economic law of socialism, 
the law of planned national economic development and other general economic laws are 
violated and this, of course, has an injurious effect on the economy. 


+ 
u 
1 
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Other laws characterize only individual essential aspects of financial relations. 
Particular forms in the manifesting of the given law are the economic patterns of 
advancing the financial resources and expressing the reproduction of financial, in- 
cluding credit, relations, namely: the return of the money spent on production to 
its initial point with an increment of this money; compensation to society for the 
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advance received by the enterprise as a form of manifesting the principle of equiva- 
lents; the dependence of the effectiveness of the advanced rescurces upon the opti- 
mizing of the one-shot and current expenditures for production; the link of the ad- 
vancing of resources to economic incentives; the determining of the planning and 
reproduction of financial assets by the circulation of material resources. 


It may be felt that under socialism there operates an economic law of advancing 
financial resources which reflects the overall economic content of the various forms 
for the advancing of funds. This law extends to all types of resources including 
own funds, budget allocations and credit resources and between these there is an 
Organic unity. 


Under the conditions of developed socialism there also operates the economic law of 
financing related expenditures in the cost accounting system. This law fixes the 
necessity of having an economic guideline in the production sphere for the effective 
placement of financial resources in the individual areas and for employing them con- 
sidering the cost accounting and national economic interests of the associations and 
the sector as well as the economic future (a reduction in current expenditures, an 
improvement in product quality, an increase in the production volume and so forth). 
On the basis of this law, definite opportunities are disclosed for further improving 
credit practices. In accord with the individual areas where the expenditures are 
used, specific credits can be established which are justified from the standpoint of 
the ultimate national economic results. Here it is essential that the granting of 
credits for above-norm inventories and additional expenditures involve the achieving 
of the planned result and encourage the saving of production outlays with an improve- 
ment in product quality, product range and so forth so that the obtained savings be- 
comes a source for promptly repaying the bank loan. This law interacts directly with 
the law of the repayment of credit. 


The action of the law for the financing of related expenditures is also extended to 
the area of cost accounting relationships between supplier enterprises and consumer 
enterprises. An economically justified assessment of expenditures is achieved only 
within the range of enterprises and sectors where the production of a product is 
completed by its use. In being guided by the given law, it is essential that the 
financing conditions be established from the position of aggregate expenditures and 
the obtained overall effect, so that, as K. Marx pointed out, the increase in the 
productive force at one place is not acquired by an increase in labor expenditures 
in another place. ? 


Improving the existing financing practices proceeding from the requirements of the 
law of financing related expenditures eliminates the obstacles on the path of contin- 
uous and effective functioning for the law of advancing financial resources. 


The next law, in our view, is the law of priority in putting various financing sourc- 
es into economic circulation. 


At present, for a self-financing enterprise, in terms of the degree of advantage the 
financial resources can be ranked in the following sequence: the intrasystem re- 
distribution of funds, budget allocations, bank credit and own funds. Such a ranking 
developed in the past under the conditions of the extensive type of social reproduc- 
tion. 
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Under present-day conditions, when intensive growth factors are becoming predominant 
in social reproduction, an economic evaluation of the preferability of various finan- 
cial sources should be revised on the basis of the law of priority and the use of 
financial resources in economic circulation, The law requires that the economy en- 
deavor to utilize financial resources in the following sequence, own funds, funds 
received through intrasystem redistribution on the basis of observing the cost ac- 
counting principles in economic relationships, bank credit and budget allocations. 


Common to all financial relations is the economic law of the congruity of finances, 
as a form of advancing resources, and price, as a form of value. The resolving of 
the contradiction between them is achieved by coordinating the parameters of finan- 
cial relations with the parameters of price formation. For this reason, importance 
is given to analyzing the measure, forms and areas of interaction between finances 
and prices, the role of finances in the price system and prices in the system of 
financial relations. 


The general financial laws are concretized in the specific laws of budget ‘financing, 
the laws of financing from own funds and the credit laws. The credit laws, on the 

one hand, reflect the distinguishing features of credit relations and, on the other, 
as was pointed out, are a form of the manifestation and realization of financial 


laws. 


Credit is a form of advancing the financial resources which are temporarily free in 
the national economy in the process of social reproduction. The funds temporarily 
free in the national economy are a source from which credit begins. 


Bearing in mind the historic nature of the economic laws, let us examine in a certain 
sequence the laws of credit under the conditions of commercial credit which existed 
in the USSR during the transitional period from capitalism to socialism and under 


the conditions of direct bank credit established in a socialist society. 

During the transitional period from capitalism to socialism in the USSR, when the 
socialization of the economy was not yet complete and the law of the plan develop- 
ment of the national economy operated in a limited sphere, commercial credit which 
the enterprises provided to one another became widespread. Reciprocal commercial 
crediting created the basis for short-term bank credit, forming the basis for the 
entire credit system and the laws of its movement. Among them, in our view, we must 
put first of all the law of the ratio between the temporarily free assets and the 
resources involved in circulation. 


The process of reproduction causes that one portion of the enterprise's funds is in 
operation, that is, in circulation, while another is temporarily free, that is, wait- 
ing for the moment until it is used productively. A violating of the economic lim- 
its between these parts is fraught with negative consequences. Thus, the excessive 
freeing of funds from circulation at a price of delaying or even refusing to make 

the necessary expenditures inevitably leads to a situation where the losses arising 
at the enterprise will be greater than the savings obtained in another area of 

social production as a result of transferring the freed resources there on a basis 

of credit. 


nn | 


Under these conditions, the law of the economic limit of enterprise crediting arose 
and began operating. The content of the given law consisted in the fact that a 
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maximum limit on the crediting of the enterprises and associations as purchasers de- 
pends upon the amount of temporarily free resources at those enterprises and asso- 
ciations which are their suppliers as well as upon the amount of deliveries. Com- 
modities and materials serve as the object of commercial crediting. These are pro- 
vided on loan in the form of deferred payment for the product dispatched to the sec- 
tors which act as the consumers of the given product. Commercial credit reflects 
the direct, real and physical ties between the supplier of the goods and their con- 
sumer. With a broadening of production, the scale of reciprocal crediting among the 
economic bodies grows. A violating of the economic limits of crediting tells nega- 
tively upon the economy of the supplier sectors. This points to the need of observ- 
ing certain proportions in the financial resources and in the amounts of the funds 
temporarily free at the enterprise and in the sector, 


The structure of enterprise funds, in being determined by the ratio of funds engaged 
in production and the funds temporarily free differs from their other structure con- 
Sisting of the own funds and bank credit. This is explained, in particular, by the 
fact that the amounts of the enterprise's temporarily free funds do not coincide 
with the amount of the employed bank credit. The ratio of own and borrowed funds 
determining the structure of financial resources at the enterprise and in the sector 
develops under the effect of the law of the economic limit of crediting for an eco- 
nomic body and the law of the ratio between the temporarily free funds and the re- 
sources engaged in circulation. As a result of the interaction of these laws, a 
definite pattern is formed in the ratio of financing sources between the internal 
funds of the self-financing organizations and credit. Here the system of cost ac- 
counting aimed at realizing savings presupposes the need of attracting additional 
resources (credit) for the maximum possible development of production. 


Under the conditions of commercial credit there is also a law of expansion for the 
physical plant of social production due to credit. The credit resources act as an 
additional source of expanded reproduction. 


The financial resources of expanded reproduction are formed from permanent monetary 
resources (monetary accumulation, amortization and so forth) and temporarily free 
monetary resources. The permanent monetary resources form financial resources as 
the own funds of the self-financing enterprises, budget funds and other sources of 
monetary funds on all levels of national economic management. 


The temporarily free monetary resources are used in the form of credit. Credit re- 
sources are the temporarily unused permanent monetary resources during the period of 
their freedom. With the same volume of permanent monetary funds, there is an in- 
crease in the financial resources due to the attraction of temporarily free money in 
the form of credit. As a result the physical plant of social reproduction is ex- 
panded. In the first place, credit, in redistributing the temporarily free money in 
the economy on repayment principles, increases the financial resources on the level 
of indi.idual self-financing enterprises. The plan of an enterprise (production 
association) and the program for its economic and financial activities are based not 
only on the enterprise's own assets but also considering credit operating as an ad- 
ditional resource. Due to the influx of financial resources from credit, the enter- 
prise has additional opportunities for developing production, increasing labor pro- 
ductivity and reducing costs. Secondlv, credit, in redistributing temporarily free 
money, on the scale of the entire national economy increases the financial resources 
of social reproduction, in accelerating its ‘cvelopment rate. 
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Under the conditions of commercial credit a number of laws also arise which describe 
the structure and individual elements of the reciprocal credit relationships of eco- 
nomic bodies. 


First of all there is a need to achieve the effectiveness of credit investments and 
this requires the comparing of the credited expenditures with the economic return 
which is obtained by using borrowed funds. 


“he effectiveness of credit investments serves as a prerequisite for the action of 
the law of credit repayment and this is a basic one in the sphere of credit rela- 
tions. The temporary nature of the freeing of the funds in circulation causes the 
repayment of credit at the stipulated dates. Here there is a need to return the 
credit on certain dates. The law of limited term is a specific form for the mani- 
festation and realization of the law of credit repayment. The law of limited term 
expresses the objective contradiction between two material factors--the duration of 
the turnover of funds in the sectors playing the role of borrowers and the period 
during which the resources diverted into the loan are free. This contradiction is 
derivative from the basic contradiction between the time of labor and the time of 
circulation. 


The turnover of funds for the lender is intertwined with the turnover of funds for 
the borrower. In this process the time for which the supplier's funds are free 
directly dictates the dates for the return cf the credit by the purchaser. Here the 
coordinating of the planned times for the movement of the credited materials and 
commodities with the planned duration of the reproduction cycle at the association 
and in the sector guarantees an acceleration of the turnover rate of funds in the 
national economy. In this manner the proper reconciliation of the interests of 
society and the individual economic bodies is achieved. 


Under the conditions of the reciprocal commercial credit between enterprises, the 
necessity begins to be felt of repaying the loans and interest on the credit from 
the economic results of utilizing the borrowed funds and primarily the profit. 


The separating and functioning of credit interest are an important law in the loan 
relationships between enterprises. The existence of credit relations necessitates 
bank interest. Interest on the credit as an irrational price of loan resources has 
an accounting, distributing and stimulating function. 


In the operating of these laws, essential and necessary relationships came into be- 
ing characterizing the unity of the individual elements in the structure of credit 
relations as a specific economic process. In this manner certain aspects of another 
law could also be felt here (although as yet unclearly). It is a question of the 
law of the linkage and relationship of the individual elements in the structure of 
the credit relationship and their quantitative reciprocal causality. 


With the victory of socialism and the greater sphere of action for the law of planned 
national economic development and with the bringing of finances into conformity with 
their general laws, commercial credit and its laws began to run contrary to the 
achieved level in the development of socialist production relationships (the greater 
role of the national economic plan, the increased importance of cost accounting of 
the enterprises and the condition of internal industrial economy). 
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The changeover to direct bank crediting in 1930-1932 necessitated a reorganization 
ot credit ties between the economtc bodies. Under the condittona of dflrect bank 
crediting, the principals ot credit deals were, on the one hand, the economic body 
(the borrower) and, on the other, the State Bank (the creditor). In the relations 
between enterprises with temporarily free funds and the enterprises receiving the 
credit, an intermediate unit, the bank, arose and this mobilized the temporarily 
free funds in the national economy into the loan fund and placed this fund in loans. 
In the economic contacts of the socialist enterprises there was a significant in- 
crease in the role of the bank as a managerial body. Having become the leading 
force in credit relations, the bank qualitatively altered the content of its eco- 
nomic activities. 


The structure of credit relations also underwent changes. The basic elements in the 
chain of credit links became: the temporarily free funds in the national economy; 
the formation and distribution of society's loan fund; the use and return from 
credit in the economy; the repayment of the loans to the bank; the return of funds 
to that area where they could be channeled by the bank into the loan fund. 


Under socialism, the funds temporarily free in the process of the reproduction of 
social product and national income operate in the form of the loan fund. The loan 
fund, as an economic category, is an economic form for expressing the resources 
periodically freed in the course of social reproduction and which are mobilized by 
the bank and through credit are put into national economic circulation for expanding 
the base of socialist reproduction, for ensuring proportionality and for obtaining 
additional product. After this they are returned to those areas from whence they 
were drawn. 


The form of direct bank credit is a method adequate to a socialist economy for the 
planned movement and resolution of contradictions between the production time and 
the circulation time. Broad scope is created for fully developing the credit laws 
and for their manifestation in crediting practices. 


The development of direct bank crediting in the socialist economy led to a stronger 
action of the credit laws which arose even in the transitional period and to their 
development under the impact of the altered economic conditions. From the middle of 
the 1960's, in the Soviet national economy there has been a move from the extensive 
type of reproduction to its intensive type. The type of reproduction has left a pro- 
found imprint on the forms of the manifestation and use of the credit laws. 


Under the conditions of the stronger planning principle and increased economy in the 
national economy, the law of the ratio of temporarily freed funds and funds engaged 
in the circulation of social product has assumed new traits. It requires that this 
ratio be an optimum one on all levels of social reproduction--the association, sec- 
tor and national economy. This law must be more actively employed in management 
practices to ensure proportionality by setting the rate and quota for the volume of 
resources to be turned over to the loan fund, for figuring interest on the deposits 
of the economic bodies, by introducing a payment for credit resources made by the 
bank to the budget and directly proportional to the effectiveness of the credit in- 
vestments. 


In the event of disrupting the rate of freed funds, it is advisable to alter the 
conditions for granting planned loans (increased interest rates, the stricter 
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selecting of crediting projects in terms of the level of their effectiveness and so 
forth) in order to encourage the association to carry out the plan for mobilizing the 
loan fund resources. 


The form in which the law of the economic limit on crediting the economy is mani- 
fested has become more complicated due to the fact that new sources of resources 
have arisen and are developing rapidly (the funds temporarily freed in the process 
of forming the monetary income of the population and in the reproduction of the con- 
sumption fund as well as the cost accounting funds of the banks). As a result the 
amounts of credit investments for the individual associations and industrial sectors 
as a whole and for the national economic sectors exceed the amount of temporarily 
free funds in the national economy. Such a situation complicates the form of mani- 
festing the law of the economic crediting limit but does not eliminate it. The 
measure of credit investments in the national economy from the given sector is de- 
termined by the amounts of those available material resources which can be diverted 
and loaned to other sectors. 


There has been a significant widening in the scale of action of the law of broaden- 
ing the physical plant of social reproduction due to credit, its effect on intensi- 
fying the national economy has been deepened, and the resource nature of credit as a 
specific reserve in the economic development of social production has been evermore 
disclosed. In line with this it is essential, in particular, that the short-term 
credit resources be fully shown in the summary financial balance, that is, in the 
amount of temporarily free resources circulating in the national economy and employ- 
ed for short-term crediting. 


Under the conditions of converting the economy to intensive methods of development 
there has been a certain modification of the laws expressing the structure and indi- 
vidual elements of a specific credit relationship. The law of the effectiveness of 
credit investments has acquired a new property reflecting the economic specific fea- 
tures of the resources of the loan fund in contrast to other financial resources. 


Credit resources under socialism are a national economic resource which is provided 
to the self-financing associations proceeding from the interests of society as a 
whole. Investments from credit resources and their evaluation are determined (and 
justified) from the standpoint of the national economy and not from the individual 
production conditions of a self-financing association. For this reason a high re- 
turn on expenditures and surplus profit are a natural trait of socialist credit. 
The fact that a bank in forming the state plan selects the most effective projects 
for crediting is merely the realization of an economic right which is determined by 
objective conditions. This is the result not of the subjective discretion of bank 
workers but rather a manifestation of an objective law in their subjective activi- 
ties. In this manner the principle is realized of forming a crediting plan for ex- 
penditures considering the level of their effectiveness. 


A new aspect has also arisen in the conditions for the operation of the law of the 
repayment of credit. There is now the natural need to repay the bank credit from 
the results of utilizing the borrowed funds. There must be a procedure for the form- 
ing of working capital where the temporary need for working capital is recovered 

from the value of the sold product while the increase in permanent needs is covered 
by a bank credit repaid from profit. This will strengthen credit's impact on all 
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elements of price (both costs and profit) and will further increase the incentive of 
the enterprises (the loan recipients) and the bank in the indicator of production 
efficiency. Here the link between credit investments and the corresponding profit 
(the ultimate cost accounting value result) acts as an objective law. In this man- 
ner, on the basis of profit, the principles of the cost accounting activities of the 
bank are drawn closer to the cost accounting of production enterprises in carrying 
out the task of accelerating the economic development rate. The source for repaying 
bank loans is turned from a passive into an active element of the credit relation- 
Ship. This conforms to the intensive development of reproduction under the condi- 
tions of developed socialism. 


In a planned socialist economy, the law of credit interest has also undergone notice- 
able changes. Being a payment for the use of outside borrowed funds, bank interest 
becomes a form for the movement and resolution of contradictions between the average 
effectiveness of expenditures for the national economy and the level of effective- 
ness for the credited expenditures. The law of credit interest has assumed a more 
concrete form of manifestation and operates as a law of the socially necessary in- 
terest rate for the loan. 


The functions of credit interest, in expressing its requirements, are being fully 
deveioped. In the first place, there is the accounting function which discloses and 
fixes the ratio between the national economic average effectiveness of the expendi- 
tures (the overall profit rate) and the effectiveness of the credited expenditures 
(the credit profit rate). 


Secondly, there is the distribution function of bank credit representing the ratio 
between the partitipants of social production, that is, the association, the bank 
and the national economy, on the question of distributing the obtained profit in the 
interests of realizing the planned system of proportions and the socially necessary 
standard for the effectiveness of credit investments. 


Thirdly, there is the incentive function of credit interest and this influences the 
indicators of the end results of production and is aimed at accelerating the rate of 
social reproduction and ensuring the plan development of the national economy. 


Under the conditions of developed socialism, the law of the interaction and inter- 
causality of the individual elements of the specific credit relationship is ever- 
more fully manifested. The given law reflects the need for a quantitative basing of 
credit as one of the economic forms for advancing social resources and its individu- 
al elements, that is, the amount and time of the loan, the object to be credited, 
bank interest, the level of credit investment effectiveness, the sources of repaying 
the borrowed funds, the economic interests of the parties to the credit relationship 
and the material interests realizing them and taken all together. Without the co- 
ordinating of the various elements and aspects of credit as a single economic form 
for the advancing of social resources, it is impossible to employ it as an effective 
lever for influencing production. 


An analysis of practice indicates that the demands of a comprehensive approach to 
establishing credit are not always fulfilled. As is known, the research in the area 
of long-term credit to a significant degree is characterized by an examination of 
the individual aspects of this problem withovt an organic intercoordination of them, 
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It is essential to establish the individual elements of the long-term crediting 
mechanism (the criteria for extending the loans, the maximum times of long-term 
crediting, the profitability of the projects to be credited, the sources for forn- 
ing the long-term crediting fund, and the sphere of its use, the amount and composi- 
tion of expenditures to be credited, the sources for repaying the long-term credit, 
the level and differentiation of bank interest for the long-term credit) and to work 
out an economic model for the long-term crediting mechanism which would reflect the 
natural ties between its individual elements. 


With the strengthening of the positions of the plan in a socialist economy, the law 
reflecting the role of credit as a factor of planned price formation has begun to 
make itself felt evermore. The planned developed of the socialist economy dictates 
the necessity of ensuring a close link between price formation and credit. 


The internal, essential link which in the past, with commercial credit, was a random 
one and dimly showed itself in the relations between price and credit, under the 
conditions of a planned economy has become permanent and necessary, that is, it has 
assumed the force of an economic law. The law of the necessity of a close tie be- 
tween price formation and credit requires, on the one hand, the incorporation of 
credit among the price-forming factors and, on the other, consideration of prices in 
forming credit relations. The fuller utilization of this law started with the revi- 
Sion of wholesale prices for machine-building products on 1 January 1973. A price 
structure and profitability rate were envisaged which would create an inner need for 
borrowed funds, in particular, for ensuring the national economic plan with capital 
investments for the operating enterprises and associations not only from internal 
financial resources but also from bank credit. 


Because of the increased role of credit under present-day conditions in ensuring the 
efficiency and proportionality of the economy, greater importance has been assumed 
by the law of differentiating credit relationships as a law of the crediting system 
(the aggregate of the specific crediting forms which interact and form a single 
whole). The given law has been developed in the processes of intrasystem differen- 
tiation, when there has been the isolating of the individual credit groups with a 
specific function and purpose in the course of social reproduction. 


In the interests of increasing the planned development of production and encourag- 
ing the forming cf a taut plan, it is essential to group the credits depending upon 
the economic nature of the need for borrowed funds, that is: credits for planned 
needs; credits for meeting above-planned needs caused by shortcomings in the econom- 
ic operations of the associations; overdue credit. This is a common basis for dif- 
ferentiating the conditions for granting bank credit. The turning of the crediting 
system to the maximum use of intensive growth factors has been achieved primarily by 
strengthening the differences in the conditions for granting short-term credits re- 
lated to the individual groups. This urges the economic bodies to assume taut plans 
and fulfill them, using chiefly the intensive growth factors. 


There is a profound internal and necessary link between the loan fund and credit 
investments. In the first place, there is a requisite conformity between the loan 
fund representing the temporarily freed resources and the needs of the national 
economy for credit investments. Secondly, for ensuring planned development of the 
national economy it is essential to consider the need of coordinating the material 
and value composition of the loan fund. Operating in this sphere is the law of the 
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unity of material and value elements of the loan fund. This is a manifestation of 
the general financial law modified by the particular conditions of credit relations. 


The contradiction between the parts of the value of social product and its physical 
components is more concretely apparent in the movement of the loan fund. As is 
known, the value of social product in each subdivision can be broken up into C+#vém, 
In reflecting the reproduction of social products in terms of value and in physical 
terms, the loan fund acquires an analogous material and value structure. The tem- 
porarily freed funds related to "C'' form the corresponding part of the loan fund 
("PC"). The funds temporarily released in the reproduction process "v" is the 
second component of the loan fund ("Pv"), The temporarily freed funds arising on 
the basis of "m" forms the third part of the loan fund ("Pm"). Consequently, in 
terms of value the loan fund equals P?0+Pu+Pm, 


A comparison of the value components in the loan fund with their physical content 
discloses a contradiction between them which can be resolved only in the course of 
the reproduction of social product and the formation of its end structure, the com- 
pensation fund, the accumulation fund and the consumption fund. 


In following the Marxist methodology of analyzing the conditions for social repro- 
duction, it can be asserted that the portion of the Loan fund of subdivision II 
which is the agent for the value transferred to the product from the means of pro- 
duction consumed in production, in terms of its physical content consists of consum- 
er goods. At the same time, the means of production must be replaced in kind. In 
order to eliminate such a discrepancy, there must be the exchange of II PC by I 

(Pu + Pm). The loan fund resources caused with simple reproduction by the movement 
of the values v+#m of product from subdivision I of social production in a physical 
form are the means of production, although their economic purpose is articles of 
consumption. Consequently, for the normal course of reproduction, there must be an 
exchange between the component parts of the loan fund and this exchange realizes 
the actual physical links in the economy. 


As a result of the credit ties in subdivision II, "C'' again acquires the physical 
form of the means of production, while v+#m in subdivision I becomes articles of 
consumption. 


The law of the balancing of the loan fund under the conditions of expanded reproduc- 
tion is expressed in the following proportions: 


I (Pv+Pm) > II Pe, 
I (PC +Pvu+Pm) > I PC + II PC, 
TI (PC +PvutPm) < I (Pvu+Pm) + IT (PvutPm). 


Consequently, the law of the unity of the physical and value composition of the loan 
fund operates on the basis of the law of the reproduction of social product. They 
are brought closer together by the identicalness of the form and the method of the 
linking of the elements underlying these laws. However, they do not merge but 
rather compliment one another. The laws of the loan fund are distinct laws which 
disclose and characterize new aspects of socialist expanded reproduction. 


28 











From this stem the conclusions which must be considered for further improving the 
actual planned management of the loan fund and the sphere of credit relations. In 
the first place, there should be an equilibrium between the resources of the loan 
fund and the needs of the national economy and its individual sectors for credit 
investments. 


The level of tautness in the reproductive force of production? and its constant 
balancing are maintained by the resources attracted from the consumption sphere and 
the corresponding change in the parameters of the mechanism for forming and employ- 
ing the loan fund. These are: the norm of effectiveness for the credited expendi- 
tures, the length of the loan, the level and differentiation of bank interest and so 
forth. 


Secondly, the task of maintaining the necessary proportions between the parts of the 
loan fund is also carried out on the plane of coordinating the loan resources in 
terms of the periods of their temporary freeing with credit investments for the in- 
dividual projects with a varying period of advancing the credit and repayment. For 
this, it is important to have reciprocal coordination between the mechanisms of 
short-, medium- and long-term crediting. 


The essence of the financial laws is contradictory as it is divided and consists of 
two principles, the common and the specific. These laws are a form of the manifes- 
tation and realization of both the general economic laws as well as the distinguish- 
ing regular ties in financial relationships. The contradiction lies primarily in 
the relationships between the general economic laws and the specific financial laws. 


The general economic laws which describe the development level of the economic sys- 
tem determine the direction of development for the specific financial laws. These 

changes are transferred from the financial laws to the specific laws of the struc- 

ture, functioning and development of credit. 


The laws for the structure of credit relationships determine the method of uniting 
the elements, their strength, structure and the organization of relationships. 

These include the law of the ratio between temporarily freed money and resources in- 
volved in circulation, the law for the economic limit of crediting an enterprise, 
the law of credit as a price formation factor and so forth. 


Among the laws for the functioning of credit relations are: the laws of the effec- 
tiveness of credit investments.and the law for the intercausality of the elements of 
the credit relationship. The functioning laws reproduce the structural ties of 
credit relations. Here the reproduction of the structure is accompanied by un- 
noticeable quantitative changes in its individual components. Overtime, due to the 
accumulating of these quantitative changes, the tension in the contradiction be- 
tween the requirements of the laws of credit's structure and the requirements of 

the laws of its functioning grows. These contradictions are exacerbated and lead 

to a situation where the laws for the structure of credit relations begin to oppose 
the laws of their functioning. This directly reflects on the role of credit. Asa 
result the threat arises of disrupting the laws of credit's development, that is, 
the law of the repayment of credit (the basic law in the credit sphere), the law of 
the expansion of the material base for reproduction due to credit and the law of the 
unity of the material and value composition of the loan fund. The negative conse- 
quences of the contradictions are promptly surmounted on the basis of the Laws of 
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credit's development due to which a corresponding reorganization is carried out in 
the links of the structure's elements considering their state and the new economic 
Situation. 


The mechanism of the operation and use of credit serves as a common form for the 
manifestation and realization of credit's objective laws. An understanding of the 
operating mechanism of credit, its structure and functioning principles occurs in 
light of a knowledge of the essence of the economic laws operating in the sphere of 
credit relations. Here the disclosure and study of the interaction in the general 
economic, financial and credit laws create an opportunity for actively influencing 
the development and improvement of credit as well as for increasing its role in the 
economy. 


FOOTNOTES 
| KOMMUNIST, No 17, 1977, p 6. 
¢ See K. Marx and F. Engels, "Works," Vol 23, p 398. 
3 See ibid., Vol 25, Part II, p 25. 
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Wider Use of Credit Sanctions 
Moscow DEN'GI I KREDIT in Russian No 2, Feb 82 pp 38-41 


[Article by A. V. Kozhevnikov, deputy manager of the Russian Republic Gosbank Office: 
"For More Fully Utilizing the Opportunities of the Credit and Financial Mechanism" ] 


[Text] Objective economic laws underlie the credit and financial mechanism. The 
decisions of the 26th Party Congress point to the need of increasing the role of 
this mechanism in intensifying production, strengthening cost accounting, improving 
economy, mobilizing internal reserves and eliminating unproductive expenditures and 
losses. However, the successful use of this mechanism depends largely upon subjec- 
tive factors, the actual organization of crediting and ruble control in the grass- 
roots level, that is, in the divisions, agencies and city administrations of the 
Gosbank offices. Basically they handle the set tasks well, in providing the contin- 
uous satisfying of the needs of the economic bodies for additional funds thereby aid- 
ing the successful carrying out of the plan quotas, the counterplans and socialist 
obligations by the enterprises of all the national economic sectors. 


As for the economic effect on the enterprises which do not fulfill the plan quotas 
and permit losses, the incorrect use of working capital and the violating of payment 
obligations to the budget, bank and suppliers, here the situation is not so good. 


In all the national economic sectors, a movement is developing ever-wider under the 
motto ‘Work Without Laggards,'' however in the first half of 1981, a large group of 
enterprises in terms of their indicators still did not meet the general crediting 
procedures. 
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Economic sanctions are not a departmental matter but rather involve the direct par- 
ticipation of the Gosbank institutions in carrying out the task posed by the 26th 
CPSU Congress, that is, ''the economy should be economic.'"' The successful realiza- 
tion of this is impeded by the presence of poorly operating enterprises which do not 
fulfill the plan quotas and permit a decline in the return on investment, mismanage- 
ment, losses and a slow-down in the turnover rate of working capital. Each worker 
must be made aware of this national economic aspect of banking activity and this 
will help to eliminate formalism and raise the feeling of duty and responsibility 
for the assigned job. 


What measures have been undertaken as part of the special crediting conditions? In 
comparison with the first half of 1980, there has been a 13.9 percent increase in 
the application of sanctions in the form of halting the extending of individual 
types of credit and this measure is responsible for 40.2 percent of all the applied 
sanctions. At the same time, the number of economic bodies for which crediting has 
been completely halted has declined by 10.3 percent and these were 13.8 percent in 
the total number of applied sanctions. The application of sanctions in the form of 
the early recalling of previously granted loans declined by 32.4 percent. ‘The 
direct use of the receipts from the sale of credited materials to repay debts on 
overdue loans secured by these materials comprised 6 percent in the total amount of 
sanctions applied under special crediting conditions. 


For this reason, it is not surprising that the average duration of special crediting 
conditions, in comparison with the first haif of 1980, somewhat increased and was an 
average of 5.7 months while on the territorial and sectorial breakdown it was sig- 
nificantly higher. For individual enterprises, the special crediting conditions 
have been in effect for several years. 


What are the reasons for such a situation? Of the total number of enterprises 
which did not fulfill the planned quotas and allowed losses and a slowdown in the 
turnover rate of working capital in 1980, i2.9 percent were under special conditions 
at the start of the year, 17.5 percent of the enterprises were linked to the bank by 
obligations for credit agreements to make up the shortages of their own working cap- 
ital from additional profit, and 2.6 percent were being credited under a guarantee 
from a superior organization. ‘a addition, 50.5 percent of the enterprises were 
warned that they were about to be converted to special conditions. Consequently, 
the aporopriate work was not carried out with a large group comprising 16.5 percent 
of the total number of lagging enterprises and they were directly credited under 
general procedures although in terms of the indicators of their operations they 
merited the application of sanctions. This was the first missed opportunity. This 
is not a question that each enterprise which has permitted the nonfuliiiiment of the 
plan quotas and losses or the incorrect use of its own working capital should be 
switched to special conditions or taken off crediting. The differentiation of 
credit relations comes down to a situation of influencing such enterprises to carry 
out specific measures to overcome the committed lag and to more fully mobilize the 
internal reserves and financial resources. 


It must be said that a majority of the Gosbank institutions have done well in master- 
ing the methods of economic persuasion and analyzing the specific situations which 
could arise if a bank warning was not properly appreciated. This made it possible 
even in the warning stage to either achieve an improvement in the operating indi- 
cators or to adopt real measures for this and as a result cf which one out of every 
two enterprises no longer needed to be converted to special conditions. 
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Of course, far from all the Gosbank institutions carry out such work. Unfortunate- 
ly, often the warnings come down to a formal sending of letters and are not rein- 
forced by the necessary organizational work with the economic services of the enter- 
prises the efforts of which should correct the situation existing in the system. Of 
the remaining enterprises which continued to operate poorly, around 3 percent were 
not converted to special conditions and consequently this group also dropped out 
from our control. This was a second unutilized opportunity. 


The third is that the Gosbank institutions held checks by special commissions from 
the ministries with the participation of representatives from the financial bodies 
and bank in the aim of adopting immediate measures to improve the economic and 
financial activities only for one out of every five enterprises converted to the 
special conditions. And even for the inspected enterprises, proper results were 
obtained only in one out of two. For this reason, the Gosbank institutions must 
show proper principledness and tenacity in this question and in the event that the 
ministries do not fulfill their obligations, apply all measures of influence even up 
to the complete, early recalling of all previously extended loans. 


In a number of instances, proper control has also not been exercised over the effec- 
tiveness of the applied sanctions so that they were promptly revised or completely 
nullified as the operating indicators improved or in terms of the enterprises which 
continued not to fulfill the plan quotas, additional measures should have been 
promptly applied. This opportunity was not fully realized as the crediting condi- 
tions were tightened only for one out of every four enterprises which were operat- 
ing under special conditions for over 6 months. 


One of the reasons for the extended action and low effectiveness of the special con- 
ditions is that in applying them prompt measures are not taken to close off the 
channels of unplanned receipts of financial resources. 


For each enterprise which has been converted to special conditions, it is essential 
to carefully examine the composition and reasons for the formation of debts [owed 
to this enterprise] and to close off these channels for the receipt of funds even to 
the point of applying fines and other restrictions stemming from the payment rules. 


Obviously it would be advisable to inform the Gosbank institutions serving the basic 
suppliers of this. 


Frequently, instances have been observed of violating the crediting principles, con- 
ditions and rules and this substantially weakens the opportunities for the credit 
and financial mechanism to influence a rise in the work efficiency and quality of 
the production associations, enterprises and organizations. These errors and over- 
sights come down to the following: various violations of loan limit discipline, 
the granting of loans without an application from the economic body and without a 
plan for the movement of the materials to be credited, a weakening of control over 
crediting prices, calculation errors in granting the loans and checking the col- 
lateral, errors in calculating the planned payments for repaying the debt for the 
special loan accounts, inaccuracies committed in crediting for an increase in norms, 
the granting of credits without a preliminary or subsequent check on the existence 
of the materials being credited, a weakening of control over the course of product 
production and sales and so forth. Among certain Gosbank institutions an erroneous 


32 








understanding has developed over the note in Point No 3 of Instructions No 1 that 
the balances of raw products and materials formed due to the Bene LAweat of the 
production plan for product volume and range should not be acce crediting 
under ordinary conditions. This has created conditions for a for srmal attitude to- 
ward the question and a desire in all instances to redraw the corresponding portion 
of the debt as a loan under a credit agreement without presenting the loan for re- 
call. This seriously weakens control over the course of fulfilling che plan quotas. 
Obviously, we must clarify the wording of this point in order to strictiy delimit 
these two independent questions. For the purposes of strengthening ruole control 
over the course of product output and sales, the portion of the loan debt stemming 
from the nonfulfillment of the plan quotas should be promptly and fully presented 
for early repayment. Under the conditions of a transition to the normed method of 
profit distribution, this would noticeably influence the overcoming of the committed 
lag, since the related additional interest for overdue debt would be paid from that 
portion of profit which renains available to the enterprise. This would involve a 
corresponding reduction in the economic incentive funds. Often attempts are made to 
explain these errors by the turnover or insufficient experience of the Lower-level 
economic personnel. But the existing shortcomings and oversights in che work cannot 
be explained or justified merely by this. 
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first half of 1981, in comparison with the corresponding period of 1982, increased 
by 25 percent, including by 39.9 percent for the lifting of crediting due to the 
diverting of working capital into above-norm inventories. However, the share of 
this group in the total amount of applied sanctions remains low and is just 8.1 per- 
cent. This measure must be viewed in relation to the loans granted under credit 
agreements for above-norm inventories. But as yet these have not »ecome widespread. 
These credits comprise oniy around 24 percent in the sources for covering above- 
planned inventories. 


The application of various sanctions outside of the special conditions during 


Considering that above-planned inventories are one of the reasons for overdue loan 
debts in the economy and for the unjustified increase in payment credits, it is es- 
sential to strengthen the effect on the economic bodies which do not take measures 
to put these resources into economic circulation both by developing credi 

with them on the basis of credit agreements and by halting their crediting. Credit- 
ing practices for above-planned inventories are characterized by positive results. 
In 1980, the obligations assumed by the enterprises for credit agreements were ful- 
filled by 95.4 percent and here 80 percent of the materials put into economic circu- 
lation were used in production and helped to increase the produced product and 
profit. 


The need to strengthen the influence in the crediting process on the correct form- 
ing of inventories and the economic and rational utilization of material resources 
stems also from the Decree of the CPSU Central Committee and USSR Council of Minis- 
ters "On Strengthening Work in the Area of Saving and Rationaliy Utilizing Raw Prod- 
uct, Fuel, Energy and Other Material Resources.” The activating of this work will 
also help to carry out the task of accelerating the turnover rate of working capital 
in the national economy by 2-3 days. 


During the current year more attention has begun to be given by the Gosbank institu- 
tions to supervising the use of working capital. Credit levers have begun to be 








used more actively for influencing the enterprises producing poor quality products. 
At the same time for such enterprises greater control should be exercised over the 
legality of paying bonuses considering the fulfillment of the obligations to deliver 
products in accord with the concluded contracts. But, as analysis shows, the proper 
results are achieved only when the measures are applied comprehensively, since a re- 
duction or halting of the individual types of credit is compensated by others, in 
particular, by payment credits. 


Furthermore, the party and trade union organizations of the production associations, 
enterprises and economic organizations should be promptly and completely informed on 
the sanctions to be applied. This will make it possible to combine banking economic 
control with social control over the activities of the administration and to rely on 
the initiative and activeness of the labor collectives in eliminating those factors 

which have served as the reason for the application of these sanctions. 


The further development and increased effectiveness of credits granted on the basis 
of credit agreements for temporarily making up a shortage of own working capital are 
of great significance for strengthening the effect on mobilizing internal reserves. 
Unfortunately, these credits have not been sufficiently developed. In 1980, they 
covered only 56 percent of the enterprises which had permitted a loss of their own 
working capital as a consequence of the nonfulfillment of the profit plan and above- 
planned expenditures from it and in terms of the total the figure was even less, 
31.3 percent. The fulfillment by the enterprises of the assumed obligations under 
credit agreements has been approximately on the same level and this is one of the 
reasons impeding their development. 


What conclusions must be drawn? In the first place, a significant portion of the 
enterprises is disinclined to work out measures to mobilize internal reserves, in 
counting as before on making up for the lost internal working capital from the budget 
or other sources. The credit measures envisaged in such instances are very rarely 
applied. Only 230 such enterprises were converted to guarantee crediting. Second- 
ly, the Gosbank institutions have not shown sufficient thoroughness in analyzing the 
economic justification of the organizational and technical measures or the feasi- 
bility of the set quotas for obtaining additional profit. There have been instances 
of granting loans with clearly unrealistic measures and even in the absence of them. 


Thirdly, insufficient control over the course of carrying out organizational and 
technical measures and over the reduction of deductions from profit into the eco- 
nomic incentive funds amounting to up to 30 percent due to the underfulfillment of 
quotas for obtaining additional profit, 


For example, the Kursk Akkumulyator [Storage Battery] Plant in the first half of 
1981 did not fulfill the quota for obtaining 200,000 rubles of additional profit. 
Profit deductions into the economic incentive funds over this period were 809,000 
rubles. A reduction in these deductions of just 24.6 percent made it possible to 
create the full amount of working capital provided by the credit agreement. However 
this was not done. 


In this work the Gosbank institutions should have coordinated their efforts with the 


financial bodies so that the demand of materiai liability of the enterprises for a 
loss of own working capital be unswervingl o' served. 
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Additional rrofit is created by increasing product output and Lowering, 
outlays in. Luding over 80 percent for material expenditures For thi 
crediting under the conditions for making up lost assets prom additiona 


must also be viewed on the level of carrying out the Decree of the 


Committee and USSR Council of Ministers No 612, 


In working to mobilize internal reserves it is essential to rely on ¢t 
provision in accord with which, in the event that the bodies approving 
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reports and balances within a i0-day period do not contest the proposals submitted 
by the financial and statistical bodies and banking institutions, these reports and 
balances are considered accepted and are to be carried out by the production associ- 


ations, enterprises and economic organizations. In the event of a 
the made proposal, 
ions for review to the councils of ministers, 
tees. Thus, 
places a definite responsibility on the Gosbank institutions 
and quality of this work and requires 4 more thorough elaboration of 
proposals as concerns their economic and legal basis. 
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Recently, the USSR Gosbank Board has been paying particular attention 
broadening the practice of guarantee crediting. Definite steps in thi 


been taken by the Gosbank institutions on the territory of the RSFSR. 
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ness of such crediting is confirmed by the fact that only in one out of three in- 
Stances has it been necessary to seek funds from the guarantor. Consequently, the 
Superior economic managerial bodies are not restricted to just granting the guaran- 
tee but also reinforce it with the necessary organizational and technical aid and by 
strengthening control over the operation of such enterprises. 

On the question of the management of credits and increasing their effectiveness, of 


major importance is such a seemingly minor provision as the right 


briet deter- 


ment in pending loan payments. At the same time, with the correct organization of 
this work, when it is carried out as a joint search with the enterprises tor finan- 
cial resources needed for the forthcoming payments, good results are achieved. Such 
an approach makes it possible to work for an improvement in the activities of the 
financial and other economic services of the enterprises, to increase their role and 
responsibility for the forming of the planned financial resources and their economic 
and effective use. It also creates a basis for introducing the permanent keeping of 
a payment calendar into the work practices of the enterprises 

What are the scales of this work? In 1980, such credit aid was provided to more 
than 9,000 enterprises totaling 8.3 billion rubles. This made it possible for a 
large group of enterprises to keep the right of uninterrupte rediting. At the 
Same time, we cannot help but notice that behind the overall favorable average indi- 


cators there is concealed a great i when broken down 


tutions, the economic sectors and the individual enterprises. 
A number of Gosbank institutions still do not pay proper attention 
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of the corresponding essential elements in them and to a logical analysis of the 
legality of the operations and their conformity to the nature of the enterprise's 
official activities. But this is not sufficient and the preliminary control without 
fail should be complimented by selective subsequent control. 


An analysis of the actual state of affairs indicates that the Gosbank institutions 
have great opportunities for strengthening the economic influence to improve the 
operating indicators of the served associations, enterprises and organizations in 
all the national economic sectors. 


COPYRIGHT: '"Den'gi i kredit", 1982 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


PROPORTIONS OF ECONOMIC SECTORS IN NATIONAL LNCOME EXAMINED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 4, Apr 82 pp 53-60 


[Article by IL. Doroshin, senior science associate of the Scientific Research Eco- 
nomics Institute Under the USSR Gosplan: "Scientific Methodological Bases in Deter- 
mining the Production of National Income by National Economic Sectors"] 


[Text] For a long period of time there has been no definite answer to the question: 
what are the proportional shares of the sectors in the creation of national income 
and in forming the value sources of economic and social deve] »pment? The solution 
to this problem determines the soundness of certain economic notions and the correct- 
ness of the scientific orientation in such important economic and political ques- 
tions as redistribution relationships, including the distribution of capital invest- 
ments. The fact that the socialist economic system disposes of economic resources 
in a centralized manner and, consetuently, can concentrate them in the necessary 
(most important) areas of economic construction does not reduce the importance of 
correctly accounting for the sources of value resources. On the contrary, the im- 
portance of such accounting, as the basis for increasing management effectiveness, 
has been rising. 


Over many years of statistical and planning practices, net product defined as the 
difference between gross product and material expenditures has been accepted as the 
amount of national income created within the national economics sectors. However, 
the particular features of price formation (differences in the force and direction 
of price deviations from social value in the sectors) have not made it possible to 
use this indicator to judge with sufficient reliability the actual participation of 
the sectors in the creating of national income. hus, the share of agriculture has 
been determined as around one-sixth of national income. However, calculaticns car- 
ried out at a number of state institutions and scientific institutes have shown that 
the actual share of agriculture is between one-quarter and one-third of national in- 
come. The task is to elaborate a scientifically sound and consistent methodology 
and procedure for the calculation. 


In the sectors various types of consumer values and goods are created and these are 
incomparable in their physical form. Such a comparison (reciprocal weighting) of 
different types of products can be achieved only by a quantitative measurement of 

a unit of substance inherent to all of them, that is, the labor expenditures or, in 
a developed form, social value. For this reason the task of elucidating the share 
of a sector, and in particular agriculture, in national income in principle can be 
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solved by measuring the new value Created in it. The calculation method using net 
product is based upon an identification of it with all newly created value. How- 
ever, the objective conditions in price formation do not make it possible to obtain 
the real values of national income produced in the sectors by employing the given 
method. This problem can be solved on the basis of determining new value by taking 
into account the quantity and quality of the labor creating it, that is, if possible 
without the involvement of current prices. The sectorial structure of the expendi- 
tures of live labor creating value determines the structure of produced national in- 
come. 


However, the realization of this approach to a solution is complicated by a number 
of circumstances in economic practice, and in particular by the particular features 
of forming the actual amount of national income. The amount of national income is 
measured not in units of work time but rather by an indirect monetary measure and it 
exists as a portion of the national economic total of prices. In a socialist econ- 
omy, prices, being stable over a certain period of time, are capable of acting as a 
measure for the increase in labor productivity. The monetary amount of national in- 
come depends upon the growth of labor productivity. Because of this the structure 
of national income should also reflect the relative movement of labor productivity 
in the sectors. The distribution of the total national income of a country accord- 
ing to a corrected structure shows the participation of the sectors in its creation 
in absolute terms. 


The first problem which arises in realizing the proposed method consists in deter- 
mining the actual expenditures of specific labor in the material production spheres. 
The annual worker and man-hour can serve as a unit of measure for labor expenditures. 
The first measurement is less accurate, however for practical calculations it has 
the advantage of greater availability of statistical reporting (the accounting of 
the number of employed workers is kept in all sectors) and this is particularly im- 
portant in planning calculations over the long run. The first procedural studies by 
the author to determine the participation of agriculture in the creation of national 
income were carried out on a basis of measuring the labor expenditures in annual 
workers. 


An important condition for successfully solving the problem is to achieve actual 
commensurability of labor expenditures in the sectors. In industry and the other 
basic nonagricultural sectors, the annual funds of working time for one worker (in 
man-hours) do not show substantial differences (with the exception of particularly 
heavy or injurious types of work), since the established length of the work week is 
approximately the same for them. Because of this, labor expenditures in these sec- 
tors can be correlated in annual workers without great error. 


In agriculture this question is complicated, in the first place, by the seasonal 
nature of many types of work and, secondly, by the fact that the workers on the 
socialized farm of the kolkhozes and sovkhozes also work for some time on their 
private plots. As a result, the working time fund of an annual worker in man- 

hours in agriculture is greater than in other sectors. For this reason a transition 
from annual workers to man-hours in calculating labor expenditures in agriculture 
improves the quality of the calculations and comparisons. For an intersectorial 
comparison, labor expenditures in agriculture are recalculated into a quantity of 
conditional annual workers according to the accual fund of work time of one worker 
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in industry. This provides approximate commensurability of labor expenditures be- 
tween the sectors. 


Another important condition for realizing the given method is the social equalizing 
of the quality of labor between the national economic sectors. The problem of the 
reduction of labor as yet has not gone beyond the stage of scientific discussions. 
The solution to it on the intersectorial level may be achieved on the basis of com- 
paring the average wage levels of actual workers in the nonagricultural sectors and 
a commensurable amount of necessary product by a conditional worker in agriculture. 
Thus, the action of the pattern disclosed in other sectors is shifted to agricul- 
ture, that is, the presence of a link between the wage fund and the amount of 
national income created in the sector. 


In disclosing the amount of necessary product in agriculture, the question must not 
be reduced merely to the wages of the kolkhoz members and the earnings of the state 
farm employees. In the first place, these forms of labor income alone do not deter- 
mine the consumption of the kolkhoz members and the state farm workers and, second- 
ly, the expenditures of their labor are not limited to the socialized farm but 
rather are continued in the private subsidiary farm. For this reason by the amount 
of necessary product in agriculture commensurable with wages in other sectors we 
have in mind all forms of the income of kolkhoz members as well as employees of the 
sovkhozes, subsidiary and other agricultural production enterprises as received by 
them in accord with the expenditures of their labor on the socialized and private 
subsidiary farm and necessary for covering the expenditures oi their manpower. 


Consequently, the difficulty of determining the amount of necessary product in this 


sector consists in the fact that the agricultural worker does not receive the entire 
amount of necessary product corresponding to the wages oi industrial workers in the 
form of a payment for labor on the nationalized farm. A portion of necessary prod- 


uct is received by him in the form of income from the private subsidiary farm. In 
1979 and 1980, the earnings of a kolkhoz member, for example, were 63 percent of the 
wages of an industrial worker. The growth rates of wages in agriculture have out- 
Stripped the increased rates of wages in industry. However, with the current mech- 
anism for covering the expenditures of necessary labor by agricultural workers, as 
long as the private subsidiary farm plays an important role in their income, the 
portion of necessary product received by them in the form of wages on the national- 
ized farm will, as before, remain less than in industry. During the Lith Five-Year 
Plan, as N. A. Tikhonov said in his report at the 26th CPSU Congress, ‘Considering 
income from the private subsidiary farm, the income of the koikhoz members will come 
right up to the income of manual and white collar employees.'* 


Another difficulty is that not all the income of the private subsidiary farm repre- 
sents the necessary product of the kolkhoz member or state farm worker, as there is 
a category of private subsidiary farms operated by families of workers ana white 


collar personnel from the nonagricultural sectors. Moreover, aiso working on the 
private subsidiary farms of the kolkhoz members and state tarm workers are the mem- 
bers of their families and the results of their labor are not in a uniform relation 
to the necessary product of the kolkhoz member and state farm worker. Thus, a por- 
tion of the net product from the private subsidiary farm, in being created by de- 
pendents, should be accounted for in determining the amount of the necessary product 
for the basic worker of the family employed on the nationalized farm, as this 
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product is destined for the support of dependents. On the contrary, a portion of 
the net product from the private subsidiary farm of a kolkhoz member and state farm 
worker, in being created by such family members, like the workers and white collar 
personnel of the nonagricultural enterprises and unemployed pensioners, should not 
be taken into account since these family members have a different own basic source 
of income. The dividing of the net product from the private subsidiary farm into 
the listed parts can be carried out in accord with the labor expenditures which are 
accounted for in the course of sample budget surveys conducted by the USSR TsSU 
[Central Statistical Administration] for the families of workers, white collar per- 
sonnel and kolkhoz members.” 


Thus, the necessary product in agriculture which can be compared with wages in other 
sectors must be calculated, in the first place, only in relation to the workers of 
the kolkhozes and state farms and, secondly, as their total wages on the national- 
ized farm and a portion of the net product from the private subsidiary farms as pro- 
duced by the corresponding labor expenditures and used for consumption. In order to 
compare necessary product in agriculture with the wage levels in other sectors, it 
is essential to find the amount of necessary product occurring per worker. Here it 
is impossible to proceed from the actual number of kolkhoz members and state farm 
workers since, as was pointed out, over the year they work a significantly larger 
number of hours than the workers of the other sectors when one includes the private 
subsidiary farm. The worked man-hours of the kolkhoz members and state farm workers 
can be recalculated for the number of conditional annual workers. 


Regardless of the fact that the proportional amount of necessary product has been 
calculated per conditional agricultural worker, it does characterize the quality of 
labor carried out by the actual kolkhoz members and state farm workers as an average 
on the nationalized and private farms. The conditionality is merely that such a 
worker has been equated to industrial workers in terms of the time worked during the 
year. This equality in terms of worked time also makes it possible to determine the 
relative quality of his labor. A conditional worker in agriculture keeps the same 
intersectorial levels of labor quality which would have been obtained in measuring 
labor expenditures in the sectors with the most accurate measure, man-hours. If the 
amount of necessary product of one conditional agricultural worker is accepted as 
one (as in Table 1), then the relative amounts of labor income (wages) in the other 
sectors will indicate the corresponding levels of labor quality and can be employed 
as coefficients for the intersectorial reduction of labor. 














Table 1 
Indicators for the Intersectorial Reduction of Labor in 1975-1979 
(Agriculture Taken as One) 
1975 1976 | 1977 1978 1979 
| 
Industry | 1.4 1.3 | 1.3 hes Led 
Other sectors | 1.3 1.2 | 1.2 1.2 i.2 








| 
Note. The calculations employ more fractional coefficients for the reduction 
of labor, 
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The relative amounts of the expenditures of labor equalized in terms of quality in 
the sectors characterize the participation of the sectors in the creation of nation- 
al income (in a certain theoretical abstraction). However, at the achieved stage of 
research, it is premature to calculate such shares, since not the entire share of 
agriculture is accounted for in national income but only that portion which is cre- 
ated by the kolkhoz members and state farm workers in the nationalized and private 
subsidiary farms. Although this portion is the predominant one, it must be supple- 
mented by the amount of the value of net product created by other participants in 
agricultural production on the private subsidiary farms. 


The quality of labor by these other participants in the private subsidiary agricul- 
ture (the workers of nonagricultural enterprises and the members of their families 
and unemployed pensioners) is below the quality of labor provided by the kolkhoz 
members and state farm workers. For this reason, the labor expenditures of the 
former cannot simply be added to the labor expenditures of the latter. First we 

must achieve a qualitative comparability of the labor of all production workers and 
this involves reducing the quantity of labor of a relatively low quality. The calcu- 
lation can be carried out using comparable prices. 


Many types of agricultural products are produced on all three categories of farms, 
that is, kolkhozes, state farms and private subsidiary farms. Although the actual 


prices for the same product in the farm categories can differ, this does not prevent 


a calculated estimate of the product in uniform average prices. For this it is pos- 
sible to use comparable prices (at present, 1973 prices). The uniform prices can 
differ from social value but such a deviation is equally reflected in the volume of 
one or another type of product in each category of farms. Comparable prices, of 


course, do not fully eliminate the problem since there remains the effect of 
Structural factor. Nevertheless it can be assumed that the calculation using com- 
parable prices makes it possible with sufficient reliability to show the share (the 
amount of participation) for the categories of farms (as well as tneir parts) i 
creating new agricultural value. From the corresponding shares it is possible to 
calculate the previously determined expenditures of reduced labor by the kolkhoz 
members and state farm workers in socialized and private subsidiary farms up to all 
the expenditures of reduced labor in the production of agricultural product. 


After calculating up for agriculture, the sectorial amounts of expenditures for 
labor of equal quality in material production will express the shares of these sec- 
tors in the creation of national income. In truth, as yet this solution maintains, 
as was said, an element of theoretical abstraction. 


The achieved solution must be correlated to the actual amount of national income as 


a generalized expression of the results of economic practice. Here the possible 
adjustment of the sectcrial portions of national income reiated to a consideration 
of the specific conditions for their formation does not alter its overall amount. 


We must now consider the influence of the growth of labor productivity. 


Produced national income in its basic amount is manifested as a portion of the total 
planned prices. But a planned price has the particular feature of being iixed over 


a certain period of time and to this degree can be a means of expressing a change in 
the physical product volume, 
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Table 2 


Sectorial Structures of Produced National Income in 1975-1980 
(Base ones, not considering influence of growth of labor productivity) 


























(in 4) 
1975 1976 1977. | +1978 1979 1980 
Industry 38.4 39.0 39.1 39.0 38.7 38.5 
Agriculture 30.9 30.8 30.5 31.0 | 31.3 30.7 
Other sectors 30.7 30.2 30.4 30.0 | 30.0 30.8 


The growth rates of the physical product volume depend upon the expansion of produc- 
tion and the growth of labor productivity. An increase in product resulting from 

the expansion of production entails the involvement of new workers in the labor 
process. The new value created by them, in accord with the above-stated methodolog- 
ical principles, is accounted for in the sectorial shares of national income by meas- 
uring labor expenditures. 


On the contrary, an increase in product from a rise in labor productivity will not 
be reflected in this sectorial structure. If labor productivity has risen at an 
equal pace in all sectors, then it would not alter their share in the created 
national income. In the given instance the problem arises when there are different 
growth rates for labor productivity in the sectors. Obviously the volume of gross 
product in fixed prices (just as for net product), with other conditions being equal 
increases more rapidly in the sectors with higher growth rates for labor productiv- 
ity and more slowly in sectors with low growth rates for labor productivity. Be- 
cause of the given circumstance, the first group of sectors will increase its share 
relatively in annual national income while the second will show a decline. Consid- 
eration of this phenomenon in economic practice is achieved by adjusting the sector- 
ial structure of national income calculated using the expenditures of equal-quality 
labor by the indicators for the sectorial differences in the growth rates for the 
production of net product due to the increase in labor productivity. 











Table 3 

Sectorial Structures of Produced National Income in 1975-1980 

(Considering the influence of the growth of labor productivity) 

(in %) 
1975 1976 1977 1978 1979 1980 

Industry 40.4 38.6 39.4 39.1 40.1 39.2 
Agriculture 28.0 31.4 30.5 30.1 28.0 28.0 
Other sectors 31.6 30.0 30.1 | 30.8 Sia9 32.8 

















The structure of national income with adjustments for the differences in the growth 
rates of labor productivity for net product expresses the actual shares of the sec- 
tors, as they exist, being concealed behind the apparent structure related to a 
change in net product in actual prices. 
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The described methodological principles for determining the participation of the 
sectors in creating national income on a basis of considering the labor expendi- 
tures maintain their importance with any method of reducing labor. This is ex- 
plained by the fact that they are based upon a consideration and scientific analysis 
of the very factors involved in the creation of new value and national income. How- 
ever, if the wage levels in the sectors (necessary product in agriculture) are em- 
ployed as the method of reducing labor, possibilities for simplifying the calcula- 
tions occur. This method of reducing labor means that wages are adopted as the meas- 
ure for the expenditures of qualitatively equalized labor in the sectors. The im- 
pression is created that in such an instance it would be possible to totally give 

up a consideration of the labor expenditures and limit oneself to considering the 
wage funds. However, this is not the case. 


In the calculations information is usually employed on the wage funds of the pléenned 
group of enterprises and this does not encompass the special enterprises and kolkhoz 
industry. The ensuing reduction in the share of industry is partially equalized by 
a simultaneous reduction in the share of agriculture caused by adding the noticeably 
understated portion of net product from the private subsidiary farms to the wage 
funds. However, in relation to the other national economic sectors, the shares of 
both industry and agriculture would be understated. The objectivity and reliability 
of the calculation would suffer. 


A possible simplification of the calculation while maintaining its objectivity con- 
sists in the following. The wage funds of industry and the other nonagricultural 
sectors are determined on the basis of indicators for the average wages of the em- 
ployees of these sectors at the enterprises of the planned group as well as data on 
the number of employees according to the labor resource balance. 

For agriculture, necessary product is calculated by a simplified method. It has 
been determined that the share of labor expenditures by the kolkhoz members them- 
selves and their dependents in all the labor expenditures on the private subsidiary 
farms of the kolkhoz families is 83.3 percent, while the share of labor expenditures 
by the state farm workers and their dependents in labor expenditures on the private 
subsidiary farms of all families of workers and white collar personnel is 62.5 per- 
cent. 


These shares applied to the volumes of net product from the private subsidiary farms 
of the kolkhoz families and the families of the [state farm] employees, when meas- 

ured in actual prices, make it possible to determine the entire volume of necessary 
product of the kolkhoz members and state farm workers in the calculated year by add- 


ing the obtained amounts to the wage funds of the kolkhoz members and state farm 
workers. These same shares applied to the volumes of net product from the private 
subsidiary farms of the kolkhoz member families and the families of the workers and 
white collar personnel, when measured in comparable prices, make it possible to cal- 


culate the share of net product created by the kolkhoz members and state farm workers 
in the nationalized and private subsidiary farms in the total net agricultural prod- 
uct by adding the obtained amounts to the net product of the nationalized agricul- 
tural sector. 


These indicators for the participation of the kolkhoz members and state farm workers 
in the reproduction process provide an opportunity to calculate the entire volume of 
necessary product in agriculture, that is, its volume in relation to all labor ex- 
penditures. 
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Table 4 gives a comparison of the participation of agriculture in the creation of 
national income calculated on the basis of labor expenditures and actual prices. 


Table 4 
Share of Agriculture in National Income in 1971-1980 


(in % of total) 





1971-1975 | 1976-1980 | 1971-1980 





Share of national income created in agriculture, 
calculated: 


On a basis of considering labor expenditures 
in the sectors 30.6 29.6 30.0 











For actual prices of corresponding years 19.0 16.8 17.8 
The following main conclusions can be drawn. 


Over the designated years, in our estimates, 30 percent of national income was cre- 
ated in agriculture. The obtained increased share of agriculture is combined with a 
certain reduction in the share of industry in national income. The explanation, as 
follows from the above, consists in the fact that the calculation method using ex- 
penditures of reduced labor ensures the calculating of the full amounts of new value 
created in the sectors, while with the traditional method of calculation using ac- 
tual prices, for example, such a monetary form as the turnover tax is accounted for 
in industry, inflating its share. The share of agriculture in national income, 

when calculated on a basis of actual prices, was over the 10 years 59 percent of 

the real share determined on a basis of considering the labor expenditures. Here 
the understating of the former in comparison with the latter over time grew stronger 
from 62 percent (the Ninth Five-Year Plan) to 57 percent (the Tenth). Consequently, 
the value resources created in agriculture, in being so essential for its further 
development, are much greater than those which might be imagined using calculations 
based on prices. New force is given to the economic justification for those enor- 
mous amounts of capital investments which the state is channeling into agriculture. 
As is known, in the Eighth Five-Year Plan the share of agriculture in the total capi- 
tal investment volume was 23 percent, in the Ninth, it was 26 percent and in the 
Tenth, 27 percent. According to the llth Five-Year Plan, the share of capital in- 
vestments going into agriculture in terms of the entire range of projects will be 
more than 27 percent of the total volume for the national economy. 


The share of agriculture in national income of one or another year, in being calcu- 
lated on a basis of labor expenditures with an adjustment for the growth rate of 
labor productivity in the sectors, reflects the actual production conditions in the 
corresponding year. The comparatively reduced shares of agriculture in 1975, 1979 
and 1980 (Table 3) are related to bad harvests. On the contrary, the large shares 
in 1976 and the following 2 years are explained by the increase in gross and net 
agricultural product in these years. The relative lag in the development rate for 
the production of net product in this sector, in comparison with industry (and in 
1978, also with the other sectors), told on the lowering of its share in 1977 and 
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1978 in comparison with 1976. As the same time, this reduction disclosed the 
general pattern of a successive decline in the share of agriculture in national in- 
come which is more easily traced from the change in the share of agriculture in the 
abstract structures showing the participation of the sectors in the creation of 
national income. While in 1965, the corresponding share of agriculture was 35.5 
percent, in 1970 it was 33.5 percent, and in 1975, it was 30.9 percent, in 1980 the 
figure was 30.7 percent. The given pattern expresses a certain change in the struc- 
ture of social production, that is, a relative increase in the share of industry as 
well as construction, transportation and trade over agricultural production. 


FOOTNOTES 


1 "Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress], Moscow, 
Politizdat, 1981, p 104. 


¢ In 1971 and 1978, in addition, one-shot surveys were conducted on the employment 
of working-age family members of workers, white collar personnel and kolkhoz mem- 
bers on the private subsidiary farms. The value of the obtained information con- 
firmed the need for more frequent surveys of this sort by the USSR TsSU. 

3 


In this instance the following words of Academician S. G. Strumilin acquire pro- 
found import: "Certainly the value of it (national income) is determined only by 
the amounts of labor expenditures while the volume grows, regardless of the 
prices, only considering an increase in the productive force of this labor and a 
number of factors which most closely determine it." S. G. Strumilin, ''Factors of 
Economic Progress and the Reduction of Labor," in the collection: '"Opredeleniye 
obshchestvenno neobkhodimykh zatrat truda. Voprosy reduktsii truda (tezisy k 
Vsesoyuznoy konferentsii)" [Determining Socially Necessary Labor Expenditures. 
Questions of the Reduction of Labor (Theses for the All-Union Conference) ], 
Moscow, Izd. AN SSSR, 1969. 


COPYRIGHT: Izdatel'stvo "Ekonomika", ''Planovoye khozyaystvo", 1982 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


PRICE OF SERVICE, ITS FUNCTIONS, WAYS OF IMPROVING IT 
Moscow FINANSY SSSR in Russian No 4, Apr 82 pp 39-43 
[Article by N. I. Moskaleva, candidate of economic sciences] 


[Text] Prices for services are based on general principles of socialist plan- 
ned price formation. At the same time, the process of price formation in the 
sphere of services has its special features resulting from the character of 
labor and its results and the specific nature of production in the given sub- 
division of the national economy. The framework of commodity-monetary rela- 
tions is narrow here. A significant part of social-cultural services is pro- 
vided free to the population. Thus 95 percent of educational services, 94 per- 
cent of health care and physical culture, 74 percent of culture and art and 63 
percent of housing services are not a buy-sell object and consequently do not 
have prices. 


A most important principle of planned price formation in the given sphere lies 
in the fact that a significant portion of paid services, primarily of the 
social-cultural sectors, is provided to the population at prices that in level 
lag behind production costs. The basis of the price of a service is to be 
found in expenditures of enterprises which as a rule are lower than the outlays 
of society, inasmuch as they do not include expenditures made through the bud- 
get (capital construction, capital repair and the like), and allocations into 
the budget that the enterprises are free of (payment for funds, turmmover tax 
and the like). Moreover, prices for many services are set below their produc- 
tion cost. For example, the share of the population's expenditures in payment 
for services of housing and communal operations amounts to 70.5 percent, that 
of cultuyal institutions—55.5 percent and that of sports and tourism—-55.1 
percent. 


Through regulation of price level, both major national-economic problems (rais- 
ing of level of people's well-being) and questions relating to the production 
and use of concrete forms of services (improvement of structure of demand for 
services, ensuring of regularity in the operation of enterprises and the like) 
are resolved. 


For the purpose of planned influencing of the formation of the population's de- 
mand, several price levels have been established, among which it is possible to 
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single out four basic groups: preferential, low, medium and high. Preferen- 
tial and low prices are used in the sale of services of major social importance 
(children's institutions, heusing and communal services, cultural and art in- 
stitutions and the like). Low prices are set at the level of outlays or enter- 
prices for provision of services, preferential prices--below this level. Medi- 
um and high prices are set for ordinary services, as well as for entertainment 
and luxury services. These prices include the full production cost and pro- 
fit which would be adequate for expanded reproduction or exceed these 
amounts. Thus the price of a theater’ ticket permits covering less 

than half of the costs of service for a single viewer, while prices for dancing 
events exceed cost almost 1.5-fold. Such a differentiatio n occurs not onlv 
for sectorial groups of services but also within them. For example, prices for 
theater tickets are set depending on the genre, which makes it possible to pro- 
vide an incentive for theater-spectator services not only as a whole but also 
for individual forms of theatrical art. Thus the spectator pays only 31.4 per- 
cent of the cost of his visit to the opera or ballet and 58.2 percent for a 
theater with musical comedy. 


Differentiation in terms of groups of consumers is noteworthy. Prices for the 


sale of services (so-called retail prices) are usually lower than those charged 
enterprises, institutions and organizations (wholesale prices).’ For example, 


in the operation of housing the commercial rent for one square meter of 
floorspace is ninefold the average rate of payment for accommodations charged 
the population. The price of tickets for passenger transport sold to enter- 
prises is higner than when sold to individual citizens by 60-0 percent. Prices 
for water supply and sewer-system facilities are twofola for enterprises com- 
parea to the population and so forth. Such differentiation ensures holding 

back of prices of services to the popuiation at a low level under conditions 

of cost-accounting operation of enterprises. 


A specific feature of setting prices tor services is also the fact that the 


price-formation factor here emerges not as socialiy necessary costs of produc=- 
tion but rather in a number of cases as individual expenditures for services. 
Employment of this principie has resulted in the establishment of a airferent 
level of prices for the same consumer values and the existence together with 


general union prices (on the basis of which only a smali portion of services is 
sold) of zone, republic, rayon, locel and individuai prices. Thus in the RSFSR 


the price of a ride on an autobus varies from 3 to 8 Eepecis, prices for the 
services of a water line and sewerage system sold to the popuiation is set in 
the range of 2 to 30 kopecks and for cost-accounting enterprises or industry 
and construction--from 5 kopecks to 3 rubles 50 kopecks This is due to the 


fact that prices for municipal transport are set within the iimits of an indi- 


vidual residential center, with account aes ig taken of its size. and for the 
services of a water line and sewerazge--on the basis of individual cost under 
conditions of wide differentiation of entersrises according to che level of 
expenditures. 

Prices have their form and special features. The elements of price for most 
services are production cost and profit. Distribution costs are not distin- 
guished are as an independent element, while expenditures connected with the 
sale of services are reflected in their production cost. This iappens because 
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enterprises of the given sphere as a rule do not pay the turnover tax. An ex- 
ception is to be found only in certain types of consumer services whose price 
includes materials obtained by enterprises at wholesale prices. 


At the same time, because of the principles of price formation employed here, 
the price may consist only of one element-—production cost or even of a part 
of it. This is due to the fact that prices have specific models in different 
subdivisions of the sphere that differ in degree of reimbursement of expendi- 
tures. Only a part of the services is sold at prices including full outlays 
for their rendering. Prices of a significant portion of services do not re- 
flect these or those outlays connected with their production. Thus in munici- 
pal services, they do not reflect expenditures for capital repair, in housing 
operations, they in addition do not include expenditures for new construction, 
for theaters, they do not reflect even a part of current expenditures. 


The technical forms of price expression are varied. Only a portion of the ser- 
vices is sold for a unit of consumer benefit (one square meter of housing, one 
kilowatt-hour of electric power, one kilometer of travel and so forth). But 
here too, price movement in a number of cases is not proportional to a change 
in quantitative and qualitative parameters of the services sold. For such a 
form of price, the most typical are transport forming a system of tables re- 
flecting a change in the cost of a ticket depending on distance and conditions 
of travel. The price of a ticket in a generai car of a passenger train amounts 
as follows for each kilometer of travel: for a travel distance of 500 km--1.2 
kopecks, 1,000 km--0.9 kopecks and so on. A comparable method of price forma- 
tion is used for communication and hiring enterprises. This form of price re- 
flects most completely the costs of enterprises and stimulates the use of ser- 
vices because an increase in their volume reduce the price of a unit of the 
service. 


There are also prices that are set without consideration of the quantitative and 
qualitative parameters of the used services. The most widespread are unit 

and averaged prices, formed without account being taken of average norms of 
expenditures and use. Unit prices are used in the sale of one-time services 

of municipal transport, tickets for matinee motion-picture showings on weekdays; 
averaged prices apply to the subscription price for municipal services, the tele- 
phone, repair work and the like. A unique form of such prices is to be found 

in hidden prices for services that do not have an independent price, for example, 
radio and television, guarantee repairs of durable objects. These have the de- 
signation of tied-in [svyazannyye] prices because they are included in prices of 
other goods and services. Services consisting of individual forms of work and 
operations or including several interrelated services are sold at integral and 
complex prices comprising a sum of prices designated by a single price or amal- 
gamated in price lists. A complex price is the cost of a trip to a sanatoriun, 
an integral price is one charged for repair of household appltances. 


Operative forms of prices present broad possibilitiesfor stimulating the use and 
production of services. With the establishment of averaged and tied-in prices, 
the fullest satisfaction is attained of the needs of the population for services 
of primary necessity and big social importance. For example, the volume of use 
of the services of television and radio ©. .adcasting, distance of travel in 
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municipal passenger transport, amount of gas used (in apartments without 
meters) and the number of repair jobs in the guaranteed servicing period are 
practically not limited by the price of the service. 


But it should be pointed out that the volume of use of a Separate portion of 
socially importat services is only stimulated within the established norms of 
use. At the same time, different prices are charged for the use of one and 
the same service: within the limits of the norm and in excess of it. in the 
former case, the price is aimed at the minimal income of the population, in 
the latter—-at a level exceeding it. For such prices the services of housing 
Management and water supply are provided. 


The effect of price is also significant on the growth of production of ser- 
vices. For example, averaged and tied in prices ensure regularity of receipt 
of monetary funds at enterprises for the sale of services regardless of fluc- 
tuations in the demand of the population according to seasons of the year 

days of the week and hours of the day. At the sawe time, in the acc | 

of subscriptions and durable products including the cost of services, the pop- 
ulation advances their production and so on. 


For increasing the stimulating role of price in raising the quality of service 
for the population, prices are differentiated according to the categories of 
enterprises, conditions of use; increases are also made to the basic price of 
a service (usually as a percentage) for provision of additionai conveniences 
to the population, economy of time, reduced time of order fulfiiiment and the 
like. 


Services cannot be an object of accumulation. Therefore under conditions of 

Significant seasonal fluctuations of demand, temporary prices are designated 

for them, ensuring regulation of demand through reductions or additions to the 
basic price. 


Aside from its regulating function of production and consumption, price fulfills 
the function of accounting of labor spent on providing the services, 


In serving as a form of accounting of labor, price possesses mobility and can 
change its size depending on the market conditions of demand for the services. 
This happens with the establishment of temporary reductions or additions to 
the basic price. Price reductions are insti 
use of services leads to a reduction of production cost. They are used in 
providing a service for the mass user (in group trips on transport, excursions) 
and also during periods of lowest demand. Additions to prices compensate extra 
in 


uted when one or another form of 


ai 


expenditures of enterprises connected with raising the quality of service. For 
example, they are set for visiting service of the rural population, service at 


home, emergency fulfillment of orders and the like. But, as was shown above, 
the principles, methods and forms of price formation enpioyed in che service 

sphere narrow the limits of use of pr as a form of accounting of iabor re- 
quired for the production of services. 


Db 
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The developed mechanism of price formation on the wnole corresponds to the re- 
quirements of planned price formation and reflects the spe: i features of 








production and use of services. But development of sectors of the sphere and 
growth of the material and cultural level of life of the people change the 
volume and structure of demand for services. This dictates the need of im 
provement of price formation, 


A primary requirement of prices under the conditions of developed socialism is 
increasing their influence on the solution of important economic and social 
problems. In determining the basic directions of the country's development, 
the 26th party congress brought up the task of more effective utilization of so- 
cial factors of economic growth. Its solution in the field of price formation 
is connected to an increase in the influence of prices on raising the living 
Standard of workers and to the more complete satisfaction of their material and 
Spiritual needs. Stimulation of use of services by the population, especially 
services of primary need and major social importance through the regulation of 
prices is an essential requirement of not just the economic law of socialism. 
It is brought about by the laws of development of production itself, the pro- 
gress of which in the epoch of the scientific-technical revolution is directly 
dependent on the solution of social problems. 


Taking into consideration the special social importance of the labor product of 
most sectors of the service sphere, an improvement of price formation here has 
to be directed first of all to the solution of social problems in the field of 
consumption. But at the same time, it is aiso necessary to take into account 
the possibilities of direct influence of price on the growth of the economic 
effectiveness of production of services. At the 26th CPSU Congress price was 
considered as one of the basic economic stimuli of growth of the economy. "In 
strengthening planned management of the economy," it is emphasized in the re- 
port of Chairman of the USSR Council of Ministers N.A. Tikhonov, “it is neces- 
Sary... to improve price formation... to actively use the entire system of 
economic levers and incentives." 


As shown by practice, an effective method permitting retention of a lower lev- 
el of prices for services of major social importance under conditions of cost- 
accounting functioning of enterprise is that of differentiation of prices ac- 
cording to types of services and groups of users. The use of prices for the 
stimulation of growth of production and consumption requires their constant 
revision, which is connected to changes in the social importance of individual 
forms of services and the social need for them. For example, municipal baths 
as the sole specialized facilities for bathing of the population have practic- 
ally lost their original significance. They have been transformed into complex 
enterprises with a complex of services exceeding the limits of services of 
first necessity and major social importance. The functions of theaters, es- 
pecially those connected with ideological and esthetic work among the population, 
have become characteristic of many other cultural and artistic enterprises: 
television, motion pictures and the like. Because of this,one should possibly 
raise the question of refining the range of services provided to the population 
at preferential and low prices. In this connection, the social classification 
of services is of major importance. 


For the holding of prices for services at a given level, it would be appropriate 
to expand the use of differentiation of 5» .ces according to groups of users. Up 
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to the present time, the same prices as for services to the populution have been 
charged for many operations performed on orders of enterprises, inscicutions and 
Organizations. At the same time, conditions should be created ‘or che expansion 
of economic connections between cost-accounting enterprises of the service 
sphere and other enterprises with respect to the sale of services. Since 1940, 


for example, a statute has been in operation forbidding the holding of theater 
entertainment events with funds of state and pubiic organizations. [Lt has been 
corrected, modified, but has not been repealed in its entirety. With respect 


to the transition to the new conditions of planning and economic incentives, 
conditions have been created for the payment of a cercain group of operations 
and services performed on requisitions of enterprises wita money of the fund of 
social-cultural measures and housing construction. The development of opera- 
tional ties of enterprises of the service sphere with other enterprises and 
putting in order of their financial interrelations under comditions of cost ac= 
counting expands the possibilities for retaining prices for services to the 
population at a low level. 


In order to levei out the use of certain types of services of major social im 


portance and to create more favorable conditions for the development of separate 
sectors of the national economy, differentiation of prices possibiy sinould be 
increased for services by carrying it out on the level of indivicuai groups of 
the population and enterprises. Such experience already exists. Thus price 


Ss 
for the services of housing and municipal operations have been made dependent 
on the size of income and composition of the family, the state of its nembers 
health and so on. At the same time, benefits have been provided for certain 

groups of the population (persons with s al pensions, war and iaoor invalids 
as well as individual categories of worker 
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Differentiation of prices according to groups of the population could aiso be 
used in the case of other subdivisions of the service sphere. ‘or example, at 
theater entertaiament enterprises during the sale of tickets for untaken seats, 
on the day of presentation or one-two hours prior to it, benerits couid be es- 
tablished for a certain contingent of viewers (invalids, pensioners, students 
and the like). This would expand the range of visitors and strengthen che 
financial position of theater entertainment enterprises, many oO: Which today 
have low attendance. 


With the establishment of "wholesale" prices for work performed on orders of 
enterprises, institutions and organizations, it wouid be advisaole to use the 
Operational methods of housing and municipal services where prices are dif- 
ferentiated according to groups of enterprises. Thus for work performed for 
cost-accounting industrial, construction and trade enter higher 
than for budget institutions and enterprises of <page and the service 
Sphere. For example, the highest rate of payment for the j ter 


line and sewage pipe lines for the first group of enterprises is i.4-fold that 
of the second. 


Functional analysis of prices used for individual groups of enterprises of the 
service sphere has shown that each of their forms performs a certain role in 
raising the level of use by the population and effectivenes 2 production 
of services. This leads to the conclusion of the need of studying ti echanism 








of price formation in different subdivisions of the service sphere for deter- 
mining the possibilities of use of one or another form of price in other 
subdivisions. 


For example, for the purpose of expanding assortment, raising the quality of 
service and reducing one-time expenditures of the population for use of the 
services, on the one hand, and ensuring regularity in the operation of the 
enterprises, on the other, it would appear to be advantageous to disseminate 
the subscription form of service for a large portion of repair work. For the 
coordination of demand and supply for services, temporary prices should be more 
widely used with reductions in prices during periods of biggest drop in demand 
and increases during the time it is highest. 


In our opinion, when setting prices, it is necessary to increase their depend- 
ence on the qualitative characteristics of services. In particular, it is ne- 
cessary to take into consideration as completely as possible conditions of use. 
Differentiation of prices for services that are identical in their end results 
but different as to conditions of use is employed in certain subdivisions. Thus 
the price of a railroad ticket is set on the basis not only of the distance of 

a trip and the time of being en route but also on the basis of the type of train 
and type of car. Such differentiation could find wider application. For ex- 
ample, in housing operation, prices for one square meter of space could be set 
depending on the appointments of the accommodation, its occupation, floor and 

so on. 


At the same time, it goes without saying that the consumer should pay more for 
improved quality of services and care. But in some cases extra payment is made 
even for poor quality of work. Inclusion in the prices of objects of cultural 
and everyday designation of extended use of the value of guaranteed repairs 
means nothing else than payment charged the population for elimination of hid- 
den production defects disclosed in the process of operation of things. Un- 
doubtedly, the employment of such a method of price formation under conditions 
where the country's economy has assumed a policy of systematic raising of qual- 
ity of products and services has no foundation. The elimination of production 
defects has long been done with funds of enterprises that were responsible for 
them. 


But this by no means means that tied-in prices, a variety of which are prices 
charged the population for guaranteed repairs, have not justified themselves. 
Their use in the case of payment for services, including repair work not due 
to the elimination of production defects is most effective. 


In speaking of the possibility of stimulating growth of effectiveness of pro- 
duction and use of services, we should not lose sight of the fact that the 
price of a service serves at the same time as an expression of labor outlays. 
Consequently in the use of the stimulating function, it is necessary to exclude 
arbitrary price setting. This applies to nonproduction outlays of the service 
sphere. The basis of prices for services should be labor expanded on providing 
them. 
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For the tulfillment of the accounting as well as the stimulating function, 
price should express socially necessary expenditures for the rendering of ser- 
vices. The present practice of price formation, based on che use of local 
production cost as a forming factor weakens the effect of prices on growth of 
effectiveness of production and raising of the level of use of services. it 
should also be noted that the price of a service founded on the basis of so- 
cially necessary outlays wili help strengthen the roie of the indicator of 
production cost in assessment of the operation and incentives of coliiectives 
of enterprises. In this connection, models of prices are undoubtedly in need 
of improvement. It seems that the price of services should be based on the 
accounting of full outlays for their rendering regardless of the source of 
financing. This will create conditions for transition to computation of the 
cost of services on the basis of social necessary outlays and ensure comparabil- 
ity of their volume and cost in different subdivisions of the sphere and will 
more accurately show the level of availability of services to the population 
and the structure of their supply (use). 


It could happen that the use of average socially necessary outlays as a price- 
formation factor would lead to the creation of different conditions of reproduc- 
tion in groups of enterprises differing in regard to conditions of production. 
The location of these enterprises in the country, size and other characteristics 
are due not so much to economic feasibility as to the social ueed for them. All 
this creates significant differences in the conditions of production and sale of 
services and consequently in the level of their cos 


Le 


Possibly in setting of prices for services, zonal differences in the level of 
their cost should be taken into account. But at the same time one should not 
lose sight of the stimulating function of price so that an increase or reduc 
tion of prices does not lead to curtaiiment of demand for services of primary 
necessity and major social importance or to lowering of the economic incentives 
of enterprises for growth or their production. fhocali differences in cost should 
not influence the level of prices; they should be equalized through the means 

of intrasectorial redistribution of profit. 


Thus price should most fully reflect the social importance of services and the 
public need for them and at the same time should be based on average socially 
necessary outlays for their rendering. The improvement of prices in this di- 
rection should contribute to strengtheaing of their roie in tne soiution of 
important economic and social tasks. 


FOOTNOTES 
1. See; "“Ekonomika neproizvodstvennoy sfery" [Economics of the Nonproduction 


Sphere]. Moscow, Izd-vo MGU, i980, p 39. 


i 


2. See: “Neproizvodstvennaya stfera SSSR" (The Nonproduction Sphere of the 
USSR]. Moscow, Mysl', 1981, p 238. 
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3. In their structure "wholesale" prices of services coincide with retail 
prices. 


4. See: "Voprosy sovershenstvovaniya tsenoobrazovaniya na uslugi. Sb. 
nauchnykh trudov NII tsenoobrozovaniya" [Problems of Improvement of 
Price Formation for Services. Collection of Scientific Works of the 
Scientific-Research Institute of Price Formation]. Moscow, 1976, p 78; 
IZV. AN SSSR. Ser. Ekon., No 6, 1975, p 110; "Neproizvodstvennaya sfera 
SSSR", op cit, p 163. 


5. See: "Ekonomika neproizvodstvennoy sfery', op cit, pp 247, 249. 


6. "Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress}. 
Moscow, 1981, p 126. 


COPYRIGHT: '"Finansy SSSR", 1982 
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INViSSTMENT, PRICES, BUDGET AND FINANCE 


PRODUCTION COSTS, INTERBRANCH ACCOUNT BALANCE ANALYSIS DISCUSSED 
Moscow VESTNIK STATISTIKI in Russian No 4, Apr 82 pp 28-35 
[Article by M. Fidler] 


[Text] Raising production efficiency constitutes one of the chief directions 
of the party's economic strategy at the present stage. One of the conditions 
of raising production efficiency is to be found in lower production costs. 


"Intensification of the economy, raising its efficiency, if this is translated 
into the language of practical affairs," Comrade L.1. Brezhnev said in the Ac- 
countability Report to the 26th CPSU Congress, "means first of all to have the 
results of production grow faster than outlays on it,so that by utilizing 
relatively fewer resources in production it would be possible to make more." 


In this connection, analysis of expenditures on production becomes extremely 
important, inasmuch as boosting the efficiency of a functioning enterprise 

in any combination of enterprises--association, sector, ministry) is manifested 
in curtailment of outlays and especially in reduction of production cost and 
growth of production output. 


Production cost, consisting of monetary expenditure of an enterprise on pro- 
duction output, reflectsthe costs of all used resources--labor, means of pro- 
duction (in their material form and in the form of services of different parts 
of the economy). The monetary evaluation of these outlays is commensurable 
with the produced output, with the gross production of an enterprise, inas- 
much as the sale of products represents the earnings of the enterprise. 


The monetary evaluation of outlays in the calculation of production output 
results in a single quantitative expression of the entire total of the re- 
sources, differing in character and in their functional role, used in the pro- 
cess of production of resources, 





Analysis of change in production cost, determination of changes in the struc- 
ture of production cost and factors influencing these changes can contribute 

to determining ways of reducing production cost. Emphasizing the importance 

of production cost in characterization of effective management, Comrade N.A. 

Tikhonov said in an address to the 26th CPSU Congress: "An urgent problem 
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is reduction of production cost. It is necessary to restore the importance of 
this indicator in raising profitability of production and in assessing economic 
activity."4 


Up to the present time, attention was on the whole paid to questions of methoc- 
ology of computation of production cost in theoretical developments and in 
practice at enterprises. This methodology has become fully formed and is con- 
sidered satisfactory at the enterprise level; at the ministry level it is less 
developed. The indicator of production cost for a ministry is formed as the 
total of production-cost indicators at enterprises forming a rart of a ministry 
(sector). In getting such an indicator and using it as a reference point in 
planning,~ it is quite difficult to take into consideration the conditions of 
the indicator's formation. 


It may be assumed that for computation of the indicator of production cost for 
ministries (sectors), the use of the interbranch accounting balance would be 
practicable as a method of amalgamated calculations of production outlays. but 
up to now in the development of interbranch accounting balances, it has not 
been the purpose to compute production-cost indicators directly for ministries. 


In the past 20 years, the USSR Central Statistical Administration developed 
interbranch accounting balances of production and consumption of products for 
the country as a whole for 1959, 1966, 1972 and 1977 (in cost terms). Begin- 
ning essentially in 1966, interbranch accounting balances have been set up for 
all the union republics and for the RSFSR in addition for economic regions as 
well. These balances were constructed according to an expanded products list 
of the sectors. Since 1975, such balances have been worked out yearly for the 
country as a whole on the basis of a reduced products list of the sectors; at 
the present time, similar work is beginning to be done on the republic level. 


It is not possible to utilize the information contained in the interbranch ac- 
counting balances for the computation and analysis of production cost for min- 
istries (sectors) for the following reasons. 





l. Each interbranch accounting balance consists in cost (value) terms of 
prices operative in the corresponding year. Under these conditions, analysis 
of change in production cost due to a change in prices additional calculations 
and big allowances, significantly influencing the degree of precision of the 
calculations. 


2.  Interbranch sectorial balances were erected in the context of pure branches 
[chistyye otrasli]. Pure branches as groups of products do not correspond to 
branches as an aggregate of enterprises (operational branches), which are man- 
aged by economic organs. A ministry is always an aggregate of operational 
branches. Thus in the interbranch accounting balance the address (name of the 
ministry) of production and use of products are not provided. 


3. The total sum according to the column of the first quadrant of 


the interbranch accounting balance is the sum of direct current material 
outlays of each branch, that is, the besic size of the production cost. 
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But the indicated sums of material expenditures cannot be directly Included 
under the material expenses of the bramch:imaking the product,as a part of 
trade-transport expenditures is included twice in them, 


In interbranch accounting balances, flows of material resources passing from 
supplier=-branches to user-branches are reflected in prices of ead use (with 
account being taken of trade-transport expenditures and the turnover tax 

there where it becomes part of the prices on the basis of which the product is 
used by the user=branch) In addition, the costs of the products of trade, 
transport and other sectors %® the sphere of getting the product of the sector 
to the user for all sectors of materiai production are shown in the first quad- 
rant of the lines "trade," “transport™ and other sectors ne | 

sphere and are included a second time in summation of the data ty 
columns. Therefore, in calculations of material expenditures as a p 
expenses of production of the branch producing the product, the total of the 
data for a column of the first quadrant should be reduced by the amount of 
trade and transpcert expenditures shown in these lines. 


"© 9 


Data on outlays for manufacture of products assume the char: 
in being grouped for the interbranch accounting balance. The original data 
obtained from enterprises for the erection of this balance may be used with 
proper processing for computations and analysis of production cost for each 
ministry as a whole. 


For the erection of interbranch accounting balances for an expanded products 
list of branches, statistical organs obtain from enterprises “Form of 
One-Time Accounting of Outlays for Manufacture of Products in Monetary ‘ex 
for the Year ..." on Form No 1 (with a periodicity of once in five years: 
On the basis of data on Form No 1, interbranch accounting balances are worked 
out in the context of pure branches. These forms have an address part, con- 
taining the requisite information of enterprises: name of enterprise, ministry 
(department) to which the enterprise is subordinated and che sector of industry 
to which the enterprise belongs (economic sectors).”* 

The report on Form No 1 is compiled in accordance with general metnodological 
principles provided by the instructions for the compilation of reports on out= 
lays for production and on the fuifiliment of production-cost plans. This 
report shows the outlays on the production of the entire volume of gross produc- 
tion of an enterprise in the context of elements of expenditures (see Table l, 
which we used, on the one hand, as a model with a listing of indicators and, on 


the other, for the s¢euentat ion of certsin data in the form of an example). 
In accordance with the Instruction for Filling Out of Forns of One-~-Tine 
Accounting of Outlays for Manufacture of Products for 19/77 (for Industrial 
Enterprises) and Instructions for Organization of a One-Time Survey of Indus- 
trial Enterprises on Outlays for Manfacture of Products for 1977, industrial 


enterprises of all forms of subordination with an independent balance regard- 
less of whether or not they presented an annual report on Form No 5 were sub- 
ject to examination. ? 


The chief difference in the data in the report on Form No 1 from the data in 
the report on Form No 5 which we should note is that the former contains a 
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Table 1. Elements of Expenditures on Production of Industrial Output for 
a Ministry and Operational Branches (for Enterprises on an Inde- 
pendent Balance), in thousands of rubles 





Including for operational 











Total branches 
Elements of expenditures for 
ministry 1 2 eee t 
l. Raw, other materials, fuel, 
electric power and thermal en- 
ergy, semifinished products 
and components coming from 
production of pure branch l 8,685 7,736 157 eee 56 
production of pure branch 2 3,744 481 1,570 eee 1,676 
production of pure branch 3 1,468 683 546 cee 10 
production of pure branch 4 362 54 296 cee 2 
production of pure branch n 315 155 58 eee 50 
Total of outlays (sum of 
1 to n) 110, 516 100,080 4,141 eee 4,601 
2. Amortization 62,160 46 ,037 501 oo6 878 
3. Basic and supplementary wages 18,708 9,418 4,095 eee 1,261 
4. Deductions for social insurance eee eee eee eee eee 
5. Other expenditures--total 4,148 2,422 670 coe 250 
Including: 
Monetary expenditures 
(a) monetary payments to workers 
not included in wage fund 335 96 126 ove 14 
(b) other monetary expenditures coe cee coe cee cee 
Payment for work, services 
and other expenditures 
(a) payment for work on current 
maintenance of equipment 
performed by outside spe- 
cialized enterprises (with- 
out payment for work on capi- 
tal repair) 388 343 4 oss 1 
(b) payment for work done by 
outside transport eee eve coe eee eee 
(c) payment for communication 
services 133 59 22 cee 11 
(d) other forms of material 
outlays eee coe eee eee cee 
Total outlays on production 196 ,959 158,691 9,707 eee 7,074 
Production cost of gross production 196,959 158,691 9,707 coe 7,074 


Gross production in wholesale 
prices operative in reporting year 
(without turnover tax) 276,850 256,641 11,515 coe 7,520 
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much more detailed breakdown of raw and other materials, fuel, electric power 
thermal energy, semifinished products and components for assembly on the 
basis of their types as well as other expenditures. Moreover, the report on 
Form No 1 is also submitted by enterprises that do not fill out reports on 
Form No 5. 


For most sectors (subsectors, groups and subgroups of enterprises) of industry 
designated in the All-Union Classifier "Sectors of the National Economy," a 
complete survey was conducted of the enterprises comprising them. Oniy for a 
small number of subsectors (2 subsectors, 6 groups and 23 subgroups of enter- 
prises ) a selective survey was made (in this connection, the intention was 


to have these selective surveys replaced by complete ones). 


Such information obtained from industrial enterprises makes it possible to set 
up tables whose data show in detail expenditures (see Table 1) tor each minis- 
try on the scale of the republic and the country as a whole. 


For the construction of such a table, reports on Form No 1 are grouped by ain- 
istries and within ministries--by operational Sectors. 

ror those operational sectors in which a complete survey of enterprises was 
made, the sum of the data of the survey for all reports on Form No 1 (for each 
indicator of the colum "expenditures—-totai") represents outlays for the en- 
tire operational sector included under a ministry. For those operational 
sectors used in the conducting of the selective survey, the sum of comparable 
data represents a selective total. in order to obtain data ‘or the total ap- 
gregate of enterprises existing on an independent balance, it is necessary to 
extend the data obtained for the selective sum total to the entire totality of 
enterprises. The procedure of extension of data for the selective sum total 
to the entire sum total of enterprises of an opefational sector is comparable 
to the procedure of obtaining data for the construction of an interbranch ac- 
counting balance. The data are extended with the help of coefficients computed 
on the basis of volumes of gross production. 


For the obtaining of data corresponding to the size of the production cost of 


gross production, it is necessary to convert the data obtained directiy on the 
basis of the report on Form No l. The total of the complete survey ‘for cer- 


tain operational Sectors §$hould be reduced by the amount of tne cost of inter- 
trust turmover. These sectors are: il ,220°--petroleum-re fining industry; 
18,220--butter, cheese and dairy industry; 18,300--fish industry. 


? 


The cost of intertrust tumover for these operational sectors is determined 


from annual reports of enterprises in preparation for processing of the data 
of the report on Form No l, required for the construction of the interbranch 
accounting balance. These data should be regrouped in the framework of min- 
istries and operational branches coming under ministries. The following indi- 
cators included under Form No 1 should be reduced bythe size of the cost of 


intertrust turnover [see Table 2]. 


As the result of the described changes in the initial data contained in the 
table, we obtain indicators of sizes of outlays on production, including not 














Table 2 








Indicators Codes of Operational Sectors 
Products of petroleum refining 11,220 

Milk and dairy products 18,220 

Fish and fish products 18,300 

Total of expenditures 11,220, 18,220, 18,300 
Total of expenditures on production 11,220, 18,220, 18,300 


Gross production in wholesale prices operative 
in reporting year (without turnover tax) 11,220, 18,220, 18,300 


only expenditures forming the production cost of gross production but also 
(a) expenditures written off on the nonproduction account; (b) change in the 
balance according to the account "Expenditures of Future Periods"; (c) change 
in the balance of unfinished production, semifinished products, tools and 
devices of one's own fabrication not included in gross production; (d) change 
in the balance according to the account "Reserves of Forthcoming Expenditures 
and Payments." 


The size of the difference between the sum of expenditures for production and 
the production cost of gross production for operational sectors is obtained 
from the table's data. Due to the fact that this difference is small, its 
amount together with elements of expenditures may be removed with the computing 
method used in calculations of the balance of the national economy: a certain 
percentage of the size of the difference is applied to wages and to deductions 
for social insurance and the rest to material outlays. Material outlays are 
distributed by their components proportionally to the structure of material 
outlays for production. As the result of recalculations, we obtained data 

of the table corresponding to the production cost of gross production broken 
down by elements for a ministry as the aggregate of the operational branches 
forming part of it, where the latter are the aggregate of industrial enterprises 
existing on an independent balance. 


The obtaining of such information as is found in the table becomes possible 
with the transfer of processing of initial information for the compilation of 
interbranch accounting balances on electronic computers. Such processing was 
done’ for the first time in our country by the Estonian Central Statistical 
Administration in compiling the interbranch accounting balance for 1977. ne 
formulation of the task of processing the information on an electronic computer 
unified system for the setting up of an interbranch accounting balance was 
carried out at the scientific research institute of the USSR Central Statistical 
Administration. The electronic computer unified system was used for the forma- 
tion of a table of the type presented in this article for all ministries within 
the limits of the republic dealing with the industrial activity of industrial 
enterprises subordinate to them existing on an independent balance. At the 
same time, data by sectors of the selective survey was were not disseminated 
(in Estonia, a practically total survey «as conducted); recalculations were not 
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carried out of expenditures on production into production cost (formulation of 
the task did not provide for the carrying out of such ecalculations; moreover, 
data on expenditures for enterprises of Zstonian SSR were brought into the nec- 
essary accord by the enterprises tiemselves). 

Our table presents data for one of the WAIRISEELes. {t is possible on their 
basis to compute various structural indicacors for sectors and ministries. Spe- 
cial interest may be presented by che coefficients of direct current material 
expenditures of the products of pure branches p unit of gross production of 
operational branches and — cries as a whole. These coefficients may be used 
first and foremost in the cevelopment of acormative base at ministries on de- 
termination of the saeathilivies of reaucing material outlays. 


r 


Ga 





It can be seen from the data of the table that if the coefficient of the total 
volume of direct current material sublaye (the line "Total of expenditures (sum 
of 1 to n)") in the volume of gross production for the ministry (equal to 0.40) 


is close to the same coefficient 
growth of the coefficient for tne winistry is inil 
for branch t (equal to 0.61) and its re 


Lor Oper ational br 


GUC CA! 


(equal to 0.36). A change in the coefficient for 

the branch structure manufacturing products in the 
make it possible to determine a change in the coef 
material outlays in the volume of gross production 
influence of a change in the production share for 

used for the production cost of gross production si 
cient for the ministry is 0.56 ama thac its growth 


> 
"i> 
~~ = 


for branches i and t, which are equal 
reduction by the coefficient for branch 
possible to determine the change 
outlays for the ministry under the 


\- 


zm the 


- 


nruiuenece of a 


- 


on ee DY 


oefficient of 


ranch 1 (equal to 0.39), t 
uenced by the coefficient 
coeificient for branch 2 
a ministry would depend on 


he 


ministry. Data of this kind 
ficient of direct current 

for the ministry under the 
branches. Such calculation 
hows that the said coeffi- 

is atfected py coefficients 


pectively to 0.63 and 0.65 and its 
which is equal to 0.43. 


Here it is 
direct current material 
change in the share of these 


outlays in the ministry relative to the operational sectors. 

On the basis of the data of the table it can also be seen that the biggest 
share in direct current material expenditures consists of production of pure 
branch 1 (8,685:110,516=0.0/79). The > pleture exists for operational 
branch 1 (7,736:100,080=0.077), but oc operational branches 2 and t such 
a high snare consists of products of > branch 2 (1,570:4141=0.379; 

1,676:4 ,60120.364). It should be note Ne /4 percent or the amortization 
credited to the ministry comes from ope ional branch 1; the amortization in 
the production cost of this branch amounts to 29 percent and that for the min- 
istry almost 32 percent. 

Thus the extraction of data compara co ose presented in the table and the 
calculations based on them point out iii another aspect of analysis of pro- 
duction cast at the ministry ysis with account being taken of the 
conditions of formation of such in fa. andicator. 

At the present time, the provisi Oo mation for deeper analysis of pro- 
duction cost based on data collecte: cgans of the USSR Central Statistical 
Administration for the setting up of ine ranch accounting balances of pro- 
duction and production distribution is connected with the changeover to their 














annual setting put on tie basis of an abbreviated products list of the pure 

branches. As was stated, such balances for the country as a whole have been 
worked out sin:e 1975; in recent years they have also been participating in 

their construction in the union republics. 


information for such annual balances comes from “Report on Material Outlays on 
Output of Industrial production for the Year ..." (Form No 5-mz). In working 
out of the report according to Form No 5-mz on an electronic computer with the 
use of data of the report on Form No 1 stored in the machine (used in the com 
pilation ofa balance once in five years),the possibility exists of doing it in 
such a way that corrected data of the report on Form No 1 are received each 
year from every reporting enterprise. The formulation of such a task for the 
setting up on an annual basis of an interbranch accounting balance was worked 
out at the scientific-research institute of the USSR Central Statistical Admin- 
istration. Its correction and drawing up of a machine program for the 
electronic-computer unified system are being done at the Estonian SSR Central 
Statistical Administration. Accomplishment of the full complex of this work 
will make it possible to also construct a dynamic series of tables of the type 
presented in this article. These tablescould be made up with actually existing 
prices of enterprises. While adhering to the condition of including in a min- 
istry the operational branches forming part of it with an unchanging list of 
enterprises, it would be possible to analyze the dynamics of change in expend- 
itures under the influence of all factors, including change of prices. 
Seginning with 1978, the report on Form No 5-mz has included the colum " 
change of prices for raw, other materials, fuel and so forth for the year... 
compared to average yearly prices of the preceding year (price increase (+), 
price reduction (—))," which makes it possible to set the task of analysis of 
che dynamics of change in material outlays with the elimination of the influ- 
ence of prices on this process. 


FOOTNOTES 


1, "“Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress]. 
Moscow, Politizdat, 1981, p 40. 


2. Ibidem, p 126. 


3. Accounting indicators remain as the reference point when in the compila- 
tion of five-year and annual plans aé=é$system of scientifically based 
technical-economic norms and quotes becomes the basis of economic and en- 
gineering calculations (see: "Ob uluchshenii planirovaniya i usilenii 
vozdeystviya khozyaystvennogo mekhanigma na povysheniye effektivnosti pro- 
izvodstva i kachestva raboty." Postanovleniye Tsk KPSS i Soveta Ministrov 
SSSR ot 12 iyulya 1979 goda [On Improving Planning and Strengthening the 
Influence of the Economic Mechanism on Raising Efficiency of Production 
and Quality of Work."' Decree of the CPSU Central Committee and the USSR 
Council of Ministers of 12 July 1979]. Moscow, Politizdat, 1979, pp 11-21.) 





4, We are studying the use of Form No l by industrial enterprises in 1977 (see 
Instruction for Filling in of Forms of One-Time Accounting of Outlays for 
Manufacture of Products for 1977). 


5. Data of annual report “Outlays on Production (Without Intraplant Turnover)" 
on Form No 5 serve as the basic source of information for statistical anal- 
ysis of outlays using a breakdown of elements. 


6. The sector numerical code isaccording to the All-Union Classifier "Otrasli 
narodnogo khozyaystva" [Sectors of the National Economy]. Moscow, 
Statistika, 1976. 


7. For more details on the work done see: V. Vokk and M. Fidler "Methods of 
Working out an Interbranch Accounting Balance on an Electronic Computer." 
--VESTNIK STATISTIKI, No 11, 1980. 


COPYRIGHT: Izdatel'stvo "Finansy i statistika", 1982 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


SIXTIETH ANNIVERSARY OF USSR 
Moscow APN DAILY REVIEW in English 4 Jun 82 pp 1-15 


[Article by N. Tarasenko and L. Umansky: "In a Family of Sister Nations-- 
Facts and Figures" 


[Text] The Union of Soviet Socialist Republics... When the image of our 
unified country arises in our consciousness, it appears a strong giant con- 
fidently marching through the storms of History toward the heights of eco- 
nomic and social progress. The formation of the USSR, establishing rela- 
tions of friendship, trust, brotherhood and mutual assistance between the 
peoples of the Land of Soviets, gave a tremendous boost to the allround 
development of our multinational socialist state. This new, freeborn state 
has scored outstanding successes, creating a powerful industry, a large- 
scale mechanised agriculture and carrying out a cultural revolution. A 
great result of the revolutionary transforming activity of the working 
masses led by Lenin's Party was the construction of developed socialism. 

In its conditions, as Comrade L. I. Brezhnev told the 26th Congress of the 
CPSU, the unity of all nations and nationalities of the USSR keeps steadily 
growing stronger. Their own experience has convinced our peoples that their 
cohesion in a federal state has opened up scope for the growth of the mate- 
rial and spiritual potential of each republic and its maximum use for the 
harmonious development of the country as a whole. Striking evidence of this 
is the facts and figures of the economic, social and cultural development of 
the Soviet Union over sixty years (data of the USSR Central Statistical 
Board). 


Soviet National Income Growth (taking 1922 as 1) 


1922 - 1 1970 —- 99 
1940 - ll 1981 - 167 


Industrial Growth (1922 as 1) 


1922 - 1 1970 - 279 
1940 - 24 1981 - 514 


1982 (target) - 537 
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Real Per-Capita Income Growth (1940 as 1) 
1940 - 1 1970 - 4 
1981 - 6 


We Are 270 Million 


[In the year of 60th anniversary, the population of the USSR will exceed the 
270 million mark. The Soviet people consists of more than 100 nations and 


nationalities enjoying equal rights. 


With the birth and development of the USSR the leadership role of the work- 
ing class in the life of our multinational society has ever more fully stood 
out. Now it forms two-thirds of the active population of the country. Non- 
Russian contingents of the Soviet working class have grown, which makes for 
their wide influence on the economic development of republics and strengthens 
the social basis for the unity of nations and nationalities. 


The average yearly number of industrial workers by the country as a whole 
and by Union Republics, including junior attendants and the guards grew as 
follows (in thousand people): 





1922 1940 1970 1980 1981 
USSR 4,610 23, 860 64,844 78,830 79 ,900 
RSFSR 3,262 15,878 > re a 45,769 46,160 
Ukrainian SSR 856 4,610 11,713 14,171 14 ,300 
Byelorussian SSR 98 724 2,250 2,885 2,950 
Uzbek SSR 66 495 1, 830 2,865 3,000 
Kazakh SSR 103 638 3,440 4,331 4,450 
Georgian SSR 51 301 1,039 1,361 1,400 
Azerbaijanian SSR ¢* 325 866 1,234 1,270 
Lithuanian SSR - 115 850 1,031 1,050 
Moldavian SSR 6 58 682 1,115 1,150 
Latvian SSR - 179 744 848 850 
Kirghiz SSR 14 113 557 774 785 
Tajik SSR 14 85 400 645 670 
Armenian SSR 21 93 593 842 875 
Turkmenian SSR 22 120 314 473 500 
Estonian SSR - 126 439 486 490 


Profound changes have occurred in the social composition, culture and living 
standards of the collective-farm peasantry of Soviet republics. 
erable forces of intellectuals have emerged and are rapidly growing here. 
Every fourth employee in the country today is connected mainly with menta! 


work. 


The number of people engaged in intellectual labour just between the last two 
censuses of 1970 and 1979 grew by 29 per cent for the country as a whole; 


the figure for the Russian Federation was 26; 


37; Uzbek 55; Kazakh 38; Georgian 26; Azerbaijanian 40; Lithuanian 37; 








Ukrainian SSR 27; Byelorussian 











Moldavian 48; Latvian 20; Kirghiz 43; Tajik 48; Armenian 54; Turkmenian 37; 
and Estonian 20. 


Representatives of every nation and nationality of the country actively 
participate in the administration of the Soviet state. Among the deputies 
of the USSR Supreme Soviet are members of 61 nationalities; of the Supreme 
Soviets of the Union Republics--66; of the Supreme Soviets of the 
autonomous republics--52; and the local Soviets of People's Deputies 
include representatives of over 100 nationalities. 


The selfless work of the Soviet people ensures the dynamic growth of the 
‘ountry's economy. A vast industrial, scientific and technological poten- 
tial has been created. The USSR today possesses national wealth amounting 
to 2.9 trillion roubles (not counting the value of the land, mineral 
resources and forests). It has increased by more than 30 times in the 
years of Soviet power. This despite the losses in the Great Patriotic War 
(1941-1945), which equaled about 30 per cent of the national wealth at that 
time. 


the growth of national wealth is largely ensured bv the huge construction 
program being carried out in every area of the Soviet Union. Its propor- 
tions keep increasing. In the Ninth and Tenth Five-Year Plan periods, more 
fixed assets were put to use than in all the previous years of Soviet power 
combined. These assets form the most important part of national wealth. At 
the end of 1981 their total value was 1.9 trillion roubles, including 1.2 
trillion for production assets. 


In the USSR production assets double almost every ten years, whilst it takes 
the USA about 20, Britain 19 and the FRG 16 years to achieve the same 
increase. 

In the Tenth Five-Year Plan alone the country's fixed production assets 
rose by 43 per cent and were renewed by 39 per cent. They increased in 
significant quantities in all the Union Republics during this time: in the 
Russian Federation by 45 per cent; Ukrainian SSR by 36; Byelorussian by 49; 
Uzbek by 54; Kazakh by 40; Georgian by 38; Azerbaijanian by 40; Lithuanian 
by 38; Moldavian by 49; Latvian by 36; Kirghiz by 37; Tajik by 42; Armenian 
by 49; Turkmenian by 52; and Estonian by 32 per cent. 


The national income is a source of expanding and developing social produc- 
tion, raising the economic might of the country and improving the people's 
living standards. [It is the most complete generalised index of the economic 
development of the state. In the past year as much national income was 
generated in 2.2 days as in the entire year 1922, and it took less than a 
month to achieve its volume of 1940. 


In the Tenth Five-Year Plan, the sum of national income used for consumption 
and accumulation (in comparable 1973 prices) exceeded 2 trillion roubles, 
which was 24 per cent more than in the Ninth Five-Year Plan; it almost equals 
the sums for the Seventh and Eighth Five-Year Plans put together. 
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The broadening of economic ties among the Union Republics facilitates the 
growth of social production and national weaith. Thus, according to inter- 
industry balance sheet data, the material production of the Kazakh SSR 
employs the products of 96 industries of other areas of the country. At 

the same time Kazakhstan supplies its products for 74 branches of the 
economy of other republics. The Moldavian SSR receives 93 industries’ 
products from 14 republics, while in turn it supplies them with the products 
of 72 industries. Deliveries to the Georgian SSR include 100 industries’ 
products from all Union Republics, and 52 industries of these republics 
receive products from Georgia. 


An essential segment of the single national-economic complex is the trans- 
port system embracing every republic and ail economic areas of the country. 


Our country has accumulated a rich experience of brotherly cooperation among 
all the Union Republics in the solution of major tasks of economic and social 
development. Now the working people of all republics are jointly tackling 
such important national economic tasks as the development of fuel, energy 

and raw material resources in Siberia, the Far East, the North and of the 

BAM and Non-Biack Soil Zones, which wili greatiy contribute to the further 
economic growth of the USSR as a whole. 


The Bedrock of Economy 


The 60th anniversary of the USSR finds the world's first socialist state with 
an impressive record in the social and economic field. It is the establish- 
ment of modern industry and its rapid progress that have been instrumental 

in the country's powerful strides. 


The tremendous advantages of a planned socialist economy, mitual assistance 
and fraternal cooperation of all Soviet peoples enabled the USSR to carry 

out the challenging task of industrialisation already during the pre-war 
Five-Year Plans. The Soviet Union turned into one of the most industrialisea 
powers in the world within a historicaliy short period of time. According 

to plan, Soviet industrial output in i982 will have increased 53/-fold, 
compared with 1922, and 23-fold, compared with 1940. The scale of produc- 
tion is truly gigantic. The amount of industrial goods produced in the 

Tenth Five-Year Plan period was 2,900,000 million roubies, or 33 per cent 
more than in the Ninth, and more than che total turned out in the Seventh 

and Eighth Five-Year Plan periods combinea (1961-1970). With years, each per 
cent of growth signifies an ever greater amount. In the Eighth Five-Year 
Plan period (1966-1970), for example, it represented 2,300 miilion roubles, 
in the Ninth (1971-1975) 3,500 million roubles, in the Tenth (1976-1980) , 
5,000 million roubles and in the Eleventh (1981-1985) it will stand for 

6,300 million roubles. 
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In 1971-1980, industrial production in the USSR almost doubled. Britain, 
to do the same, needed 26 years, the FRG and France 18 years, and the USA 
17 years. In the 1971-1980 period the US: n h three recessions. 
In 1974, its industrial output fell by 0.4 per cent, in 1975 by 9 per cent 
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and in 1980 by 3.6 per cent. The secona naif of 1981 saw the beginning of 
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another slump. Whereas in the USSR the average annual rate of industrial 
growth in 1971-1980 was 5.9 per cent, it was one per cent in Britain, 3.5 
per cent in Italy, 3.4 per cent in Canada, 3.1 per cent in the United 
States, 2.9 per cent in France and 4.5 per cent in Japan. 


Growth rates are particularly high in the production of means of production 
(Group A). Their output will have grown in sixty years by 1,413 times, or 
31 times over, compared with 1940. In the seventies alone, the production 
of capital goods showed the same growth as in the previous twenty years. 


Industries essential to technical progress in the national economy are 
developing at an accelerated rate. The output of machine building and metal 
working, for example, will rise by 81 times towards the end of this year, 

in comparison with 1940. It is the fastest-growing branch of our industry, 
with its production virtually doubling every seven to eight years. 


Our plans also provide for important measures to increase the output of con- 
sumer goods. In 1982, their production (Group B) will grow by 158 times, as 
compared with 1922, and by 12 times, in comparison with 1940. The output 

of consumer commodities in the 70s almost doubled, as compared with the 
previous decade. 


The following table shows rates of industrial growth in the Union Republics 
(1922 is taken as a unity; in the Soviet Baltic Republics the year 1940 is 
taken as a unity): 





1982 
1940 1981 (plan) 

USSR 24 514 537 
Russian Federation 25 478 501 
Ukrainian SSR 19 276 289 
Byelorussian SSR y 699 729 
Uzbek SSR 24 415 428 
Kazakh SSR 28 902 928 
Georgian SSR 17 292 304 
Azerbaijan SSR 11 138 144 
Lithuanian SSR 1 61 63 
Moldavian SSR 17 903 973 
Latvian SSR 1 46 47 
Kirghiz SSR 18 690 711 
Tajik SSR 46 874 902 
Armenian SSR 21 1,008 1 ,036 
Turkmen SSR 17 206 209 
Estonian SSR 1 49 50 


Prospects for the Countryside 


In order to build socialism, it was necessary not only to industrialise the 
country, but also to effect a revolutionary transformation of the countryside, 
merging millions of small farmholds into ‘arger units. That history-making 
task was successfully accomplished. 
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A major result of agriculture's development has been a fundamental change in 
material and technical facilities at its disposal: 








1928 1940 1970 1980 198i 
Power capacities, m hp 21.3 47.5 322.1 603.9 630 
Electricity consumption, 1,000 
m kwh 0.035 0.5 38.6 Lil 117 
Equipment (by the end of the 
year), thousands 
tractors 27 531 1977 2562 25890 
grain harvesters 2 pieces 182 623 722 732 
lorries 0.7 228 1136 1596 1625 


Towards the end of 1981, there were 25,900 collective and 21,600 state farms 
in the USSR. Each of them is a large agricultural enterprise with modern 
machinery. There is an average of 41 tractors per collective farm (compared 
with one tractor per three collective farms in 1928). The number of tractors 
per state farm has reached 57 (as against five in 1928). Agriculture has 
up-to-date material and technical facilities in ali republics. 


Increased power available per farmer (a growth of 40 per cent in the Tenth 
Five-Year Plan period), up-to-date machinery used in every operation, and 
mechanisation of ;roduction have altered the nature of labour in the country- 
side. It is now becoming ever more industrialised. One farmer out of five 
is a machine operator at present. 


Of tremendous importance for the development of agriculture were the deci- 
Sions of the March 1965 Plenary Meeting of the CPSU Central Committee. 
These decisions laid the foundation of the Party's present-day agrarian 
policy, which is being consistently pursued. 


Capital investment in agriculture has been considerably increased. In the 
Ninth and Tenth Five-Year Plan periods, it amounted to a total of over 
300,000 million roubles, or 2.3 times more than in the previous ten years. 


Equipment to the state and collective farms is being delivered on a large 
scale. Extensive work is being carried out in land reclamation and chemi- 
calisation. Agricultural production is being further concentrated on the 
basis of inter-farm cooperation and agro-industrial integration, which is 
opening up a new stage in the implementation of the ideas of the Lenin 
cooperative plan in conditions of mature socialism. At the end of 1981, 
inter-farm enterprises and organisations numbered 9,600 (as against 3,400 
in 1965) and production agro-industrial and agricultural associations, 
more than 500. 


Gross agricultural output in 1981 rose by 5.2 times, compared with 1922, 

and 2.4-fold, compared with 1940. All the increment came from higher 

labour productivity, with reduced numbers of those employed (a cut of 23 per 
cent on 1940). 
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Of enormous importance for the agrarian sector and for the national economy 

is a whole was, in addition to increased productivity of this sector the 
extension of areas sown to farm crops, in the first place through the 
development of virgin and fallow lands, which began in 1954. Im an exceed- 
ingly short space of time, 41.8 million hectares of new lands were put into 
cultivation, including 16.3 million hectares in the Russian Federation and 
25.5 million hectares in Kazakhstan. We have grown accustomed to Kazakhstan's 
thousand million poods of grain sold to the state annually, but that inci- 
dentally is the quantity of marketable grain grown in the whole of pre- 


revolutionary Russia. 
On the Road of Intensification 


Now that social production has assumed a tremendous scale which keeps grow- 
ing, particular importance attaches to the intensive growth factors, the 
efficiency of the national economy and the quality of work. 


The growth of labour productivity has a special role to play in boosting the 
efficiency of social production. Compared with 1965, it increased as 
follows: industry, 2.1 times; the socialised sector of agriculture, 1.8 
times (the yearly average for 1976-1980, as against the relevant figure for 
1961-1965); railways, 1.6 times; and construction, 1.7 times. Comparing the 
productivity of social labour, that is, generated national income per worker 
employed in material production, we shall see that this index doubled in the 
period under review. 


Under the llth five-year plan, labour productivity will grow by 23 per cent 
in industry; 23 per cent in the socialised sector of agriculture (the yearly 
average for 1981-1985 compared with the relevant figure for 1976-1980) ; 

10.5 per cent at railways; and 15 per cent in construction. 


Promoting the efficiency of soctal production is inseparable from the exten- 
sive application of scientific and technical achievements and the accelera- 
tion of scientific and technical progress. In 1966-80, the USSR developed 
nearly 60,000 types of new machinery, equipment, apparatus and instruments, 
modernised 2.2 million units of production equipment in industry, and 
created 5,100 automated control systems. In industry, the number of 
mechanised flow-lines increasei by more than 3 times, that of automatic 
production lines, by over 4 times, and the number of integrally mechanised 
and automated production shops and sections, by four times. 


All the departments of Soviet science develop successfully. The USSR holds 
leading positions in the major directions of world science, particularly in 
mathematics and mechanics, quantum electronics, solid-state physics, and 
nuclear energetics. 


Soviet advances in space exploration are a concentrated expression of the 
USSR's scientific achievements. 


The economic policy of the Party has always proceeded from the need opti- 
mally to combine sectoral and regional e« omic development and rationally 
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to deploy productive forces. Nowadays the economic profiles of regions are 
increasingly shaped by major goal-oriented economic programmes and the 
formation and development of territorial-production complexes, particularly 
in the Eastern USSR. 


The level of socialisation and organisation of production keeps growing. In 
industry, production and science-and-production associations play the role 
of growing importance. In 1981, they numbered 4,100 and accounted for 48 
per cent of overall marketed industrial output. Inter-farm cooperation and 
agro-industrial integration are developing in the countryside. 


A major factor of intensification is the improvement of the management of 
the economy, to which the CPSU and the Soviet state devote much attention. 


Everything for the Good of Man 


In the past 15 years the economic potential of the USSR has grown greatly and 
the Party has geared the economy to raising the material well-being of the 
Soviet people. This found reflection in the perfection of a number of major 
macro-economic proportions and the structure of the economy. The table below 
illustrates changes in the distribution of the national income. 


National income, 
consumption plus 
accumulation, 











(000, m roubles, Accumulation 
1973 comparable and other 
prices) Consumption expenditures 
The 8th five-year plan 
(1966-1970) 1,230 887 343 
The 9th five-year plan 
(1971-1975) 1,647 4,197 456 
The 10th five-year plan 
(1976-1980) 2,045 1,511 534 
in 4 of the 8th five-year 
plan 166 170 156 
the 9th five-year plan 124 127 117 


The table shows that the consumption fund outpaced the accumulation fund. 
Accordingly, the share of national income used for consumption increased to 
three quarters of the total. The part of the accumulation fund, directed 

into the construction of housing, social amenities and cultural centres, 

also promotes public well-being. if we take this factor into consideration, 
we shall see that the resources of national income used for consumption and 
for construction outside the sphere of production, reached 80 per cent of the 
total. Under the tenth five-year pian alone, they totalled 1,625,000 million 
roubles, 26 per cent more than under the 9th five-year plan and about as much 
as under the 7th and 8th five-year plans taken together. 
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Developed socialism is characterised by the converging rates of growth of 
producer goods production (Group A) and consumer goods production (Group B). 
The growth of the economy and its emphasis on public well-being made it 
possible to raise appreciably the living and cultural standards of the 
Soviet people. 


In accordance with the policy of the Party towards closing the margin in the 
living standards of the urban and rural population, the incomes of these 
groups are being rapidly brought closer together. As a result, the real 
incomes of collective farmers made 89 per cent of the real incomes of fac- 
tory and office workers in per capita terms in 1981, compared with 75 in 
1965. Another major trend is the fast growth rates of the incomes of the 
less well-off families. Over half of the population had an income of over 
100 roubles per head a month in 1981, as against 4 per cent in 1965. 


Payments and benefits to the population from the public consumption funds 
grow, as does their share in the incomes of families. Under the 10th five- 
year plan, the public received payments and benefits worth 527,000 million 
roubles from these funds, 134,000 million roubles more than under the 9th 
five-year plan and considerably more than under the 7th and 8th five-year 
plans taken together. The public consumption funds are used to finance free 
education and advanced training, free medical aid, grants, pensions, 
scholarships, annual paid holidays, free and reduced-rate vouchers to 
sanatoria and holiday homes, children's preschool facilities, etc. 


Promoting the growth of public well-being, the Party put forward as priority 
matters the elaboration and implementation of the Food Programme to fully 
satisfy public requirements for foodstuffs, increase the output of consumer 
goods, raise their quality and expand their output range and improve the 
performance of trade and services. In 1966-i980 state and cooperative 
retail trade grew by 2.5 times and the volume of public services rendered 

by 5 times. 


the housing problem is being tackled on a tremendous scale. In the past 15 
years the USSR has built housing with an aggregate floor space of 1,591 
million sq m, 1.3 times more than the country's overall urban housing 
facilities in 1965. In this period over 160 million Soviet citizens have 
improved their housing conditions. At present every family given new 
housing moves into a flat of its own. Some 80 per cent of the urban popu- 
lation live in unshared flats. 


To the Summits of Culture 


The Soviet people is one of che best educated nations in the world. Over 
100 million Soviet citizens study at different types of school. Universal 
compulsory secondary education of children has been introduced. Every 
citizen can receive a secondary specialised or higher education and con- 
stantly raise his skills. The number of secondary specialised schools grew 
from 932 in 1922 to 4,393 in 1981 and that of higher schools from 248 to 891, 
respectively. 











In a historically short time the peoples of the country's once backward 
border areas have reached the summits of social and cultural progress. 
Before the revolution literacy in the age group of 9 to 49 years stood at 
2-8 per cent in Central Asia and Kazakhstan. They had not a single higher 
school of their own. Nowadays these republics have 126 colleges and uni- 
versities with an aggregate student Dody of 705,000. The proportion of 
students in the population of these republics is higher than it is in some 
developed capitalist countries. In chis respect, the Uzbek SSR and the 
Kazakh SSR are ahead of Italy, Canada, West Germany, France and Japan. 


All union republics and nearly all autonomous republics have universities. 


The following figures stand for the number of people with a secondary (com- 
plete and incomplete) or higher education per thousand employed in the 
national economy at the beginning of 1981: the USSR as a whole, 833; the 
Russian Federation, 830; the Ukrainian SSR, 841; the Byelorussian SSR, 797; 
the Uzbek SSR, 875; the Kazakh SSR, 836; the Georgian SSR, 877; the 
Azerbaijan SSR, 856; the Lithuanian SSR, 751; the Moldavian SSR, 761; the 
Latvian SSR, 821; the Kirghiz SSR, 833; the Tajik SSR, 801; the Armenian 
SSR, 891; the Turkmen SSR, 852; the Estonian SSR, 819. 


The educational standards of men and women, of city and village residents, 
mental and manual workers are being rapidly drawn closer together. The table 
below shows the number of people with a higher and secondary (complete and 
incomplete) education per thousand employed in the national economy. 


1939 1981 
Men 136 837 
Women 104 829 
Urban population 242 880 
Rural population 63 736 
Mainly manual workers 45 767 
Mainly mental workers 515 983 


! nifi stwork oO ibraries of daifferen ypes have been established. 

\ ramified net k of Llib f ffe t type stablished 
Public libraries make the core of this network. The USSR has 132,000 such 
libraries stocked with 1,881 million copies of books and periodicals, com- 
pared with 16,600 libraries with 47 million copies ur books and periodicals 
in 1922. The number of clubs grew from 12,000 in 192° to 138,000 in 1981. 


essional theatre 


Every Union Republic and Autonomous Republic has f 
bers 151,000 cinema 


om 


companies, totalling 611 for the country. The 
projectors, as against 868 in 1922. 


In the Soviet period the country published 3.3 million books and pamphlets 
in a total edition of 56,000 million copies, in 159 languages, including 

89 languages of the peoples of the USSR. Many peoples of the USSR developed 
written languages only after the Great October Socialist Revolution. The 
USSR publishes 8,172 newspapers and 5,195 journals, magazines and other 
periodicals. | _ a-a> 
Sound broadcasts are picked up by virtuaiily aii soviet 
vision has an audience making up 87 per cent of the aggr 
of the country. 


ion and tele- 
population 


(PRAVDA, May 24. In full.) 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


UNIF TED NATIONAL ECONOMIC COMPLEX 
Moscow EKONOMICHESKAYA GAZETA in Russian No 20, May 82 p 10 


[Article by O. Katikhin, sector head, Institute of Economics of the USSR 
Academy of Sciences] 


(Text ] The transformation of the economy of the USSR into a unified national 
economic complex is a characteristic feature of developed socialist society 
and its material-technical base. Integral unity of all elements of social 
production, distribution and exchange in the nation has been achieved. 

The national economy of the USSR is not the sum of individual enterprises, 


associations and branches, of the economies of union and autonomous republics, 
lasts and okrugs, but is a whole organic system, all parts of which are 
interconnected and interconditional. 


The decree of the CPSU Central Committee on the 60th anniversary of the 
formation of the USSR emphasizes: "The unified national economic complex-- 
the material base of the fraternal friendship of peoples of the USSR-- 

is successfully developing in mature socialist society." 


ion of a unified national economic complex is an outstanding accomplish- 
e community of the more than 100 nations and nationalities 
inhabiting the Soviet Union and is a vivid evidence of the advantage of 


»cialist planned economy. The creation of this complex presupposes 
litical and economic prerequisites. 


he tirm foundation of unity 


The formation of the Union of Soviet Socialist Republics, proclaimed on 
December 1922 by the First Congress of Soviets of the USSR, was of immense 
Significance to our country as a multinational country. 


On the economic plane, the proclamation of public ownership of the means 
of production played a decisive part. It was specifically on this basis 
that it became possible to plan the organization of the economy, to manage 
the entire nation's economy from a single economic center, according to 

le plan and in the interests of all society. The concentration of 
isive means of production in the hands of the Soviet state made 


‘ 
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t possible to pursue a unified scientific and technical policy, a unified 
icy regarding wages and wholesale and retail prices, and to create a 
fied monetary and credit system. 
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[he all-union division of labor and the comprehensive development of the 

economy of all union republics led to the formation of a unified economic 
organism, Important mileposts along the way included: industrialization, 

the collectivization of agriculture, and the cultural revolution. In the 
process of building the material-technical base of developed socialism, 

the socioeconomic unity of all elements of the national economy was increasingly 
augmented by material and technical unity. 


The Soviet Union today is a mighty industrial power with highly mechanized 
agriculture, with progressive science and culture. In 1981, produced national 
income was 167 times greater than the 1922 level, while the volume of industrial 
production during thes ame period increased 514 fold. The share of the 

USSR in world industrial production rose from 1 percent in 1922 to 20 percent 
today. 


viet Production of Key Industrial Products in Physical Terms 


Type of product 1922 1981 








Electric power (billions of kw/hr)..........-e20-- 0.8 32% 
il, including gas condensate (millions of tons). 4.7 609 
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The economy of all Soviet republics grows dynamicaily in the friendly family 
f peoples. "The existing unified national economic complex of the Soviet 
Union," L. I. Brezhnev observed, "is the economic base that unifies the 


interests of all nations in our country. rhey can proceed most successfully 
along the road of communist construction jointly, drawing upon mutual aid 
science and 


by enriching one another with the values of their national 
~ ” 
culture. 
characteristic features 
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30cial cooperation of labor that is characterized by socioeconomic unity 
the deep social division of labor, and t the high level of concentration 
f' pr ction and development of the productive forces that have transformed 
t Ss cooperation into material-technical ity 
T tll-ur nd n of labor makes it possible t« evelop the economy 
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The creation of the unified national economic complex has resolved such 
1 historic problem as the problem of overcoming the economic backwardness 
of certain regions. As the 26th CPSU Congress emphasized, there are no 
longer any backward national hinterlands in the Soviet Union. The unified 
national economic complex is characterized by the equalization of the level 
of economic development of all union republics. Each of them has created 
a modern multibranch industry and large-scale agricultural production. 
(today, the union republics are now roughly at the same level in the per 
capita production of national income; they have drawn closer together in 
their labor productivity and in technical inputs per worker in the national 
economy. 

level of social division of labor is a most important feature of 
the unified national economic complex. The exchange of activity between 
‘farious branches has increased sharply. 


Thus more than 60 percent of all material expenditures of sovkhozes and 

kolkhozes are for the acquisition of means of production and services from 

nonagricultural branches. While in 1959, the share of agricultural products 

delivered to industry in the form of raw materials comprised approximately 

40 percent, this share now comprises more than half. The increased integration 
1lture with other branches that supply it with means of production 

and that process its products has led to the formation of an agro-industrial 

lex on the scale of the national economy. 
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Growth of Industrial Production in Union Republics (number of fold by which 
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stressed the importance that the joint efforts of all republics hold 

for the prompt implementation of measures pertaining to the development 

of the Nonchernozem Zone of the RSFSR. "We have this kind of experience," 
he observed, "and a rich experience it is. Let us recall, for instance, 
the construction of the Turkestan-Siberia Railroad, the Uralo-Kuznetsk 
Basin projects, the development of the virgin lands, and the rebuilding 

of Tashkent. Work in the Nonchernozem Zone must proceed in the same spirit 
of harmonious cooperation and with the same vigor." 


[In the state of developed socialism, the effectiveness of the territorial 
organization of production and the rationalization of branch and inter- 
regional economic relations are in large measure determined by the creation 

of a system of territorial production complexes. Territorial production 
complexes in Western and Eastern Siberia, Kazakhstan, and such territorial 
production complexes as the West Siberian oil and gas, Pavlodar-Ekibastuz, and 
Kansk-Achinsk complexes acquire special importance in the llth Five- 

Year Plan. In 1985, Western Siberia will provide 63 percent of the country's 
total oil output and 57 percent of its gas. The economic development of 

1iew areas and the development of mineral deposits under difficult 

ural conditions with the aid of the latest advances in science and technology 
is convincing evidence of the country's economic might. 


The growth of the material and nonmaterial potential of every republic 

and at the same time its maximum utilization for the harmonious development 

of the entire economy are a necessary condition to the further progress 

of Soviet society, to the strengthening of the country's economic and defensive 
might, to the growth of the well-being cf the working people. 


The more complete utilization of the potential of the unified national 

economic complex permits the more successful solution of the problem of 

converting the economy to the predominantly intensive avenue of development, 
’ increasing the effectiveness of production. 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


DISCIPLINE, RESPONSIBILITY: IMPORTANT PREREQUISITES TO EFFECTIVENESS 


scow PLANOVOYE KHOZYAYSTVO in Russian No 4, Apr 82 pp 37-45 
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ipital During the 10th Five-Year Plan alone, the volume of capital invest- 
ts was 624 billion rubles; 588 billion rubles' worth of fixed capital 
1 t into operation and over 1200 large industrial enterprises were 
t. The scale of incorporation of new technology into the national 
nor rose and Soviet science increased its contribution to the solution 
f the most isportant problems confronting the national economy 
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nunist party has defined the principal road to the mobilization 

ne vast additional sources of economic growth. It has charted a course 
that calis for increasing the effectiveness of production to the utmost, 

e., for obtaining the maximum socially useful results with the oweat 
sssible expenditures of labor and material resources, and for strengthening 
lan, production and labor discipline in every sector of the work. 


iowever, practice shows that not all branches are making full use of their 


tential for increasing the effectiveness of production through better 
inagement, through the strict observance of pian, production, labor and 
nological na eke wees There are numerous instances of irresponsible 
+ > 4 


-titudes toward the assigned task, of disorganization, and of the lack 
f initiative in the resolution of economic questions. 


ased on the totals of fulfillment of the 10th Five-Year Plan, it can be 

| a number of ministries and enterprises did not completely meet 

igned targets. We refer first and foremost to the nonfulfiliment 

f tabor productivity growth quotas and plans for the accelerated development 

f certain branches of the national economy. In some cases, capital investments 
vere dispersed over numerous construction projects. Fixed capital and 

erial resources were not always properly used. 
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\S we «now, the all-round growth of labor productivity which, according 

Lenin “is one of the Hanke tasks since without this the ultimate transition 
mmunism is impossible, is the basic parameter of increased effectiveness 

production. Great successes in raising labor productivity have been 

red during the years of Soviet power. Today, an increase in labor productiv- 

ity in industry by just one percent is the same as increasing production 

‘ec than six billion rubles 


luch attention is devoted to labor productiv in the plan for 1981-1985. 
uring the ee the productivity of poorer labor is slated to 
1crease by 17-20 percent, which will account for at least 85-90 percent 
the growth of national income. Higher labor productivity during the 
ve-year period will account for approximately 90 percent of the increase 
industrial production, the entire increase in production in agriculture 
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rail shipping. The fulfillment of the indicated labor productivity 


targets throughout the national economy will mean a conditional 
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ng of the labor of approximately 17 million workers during the five- 


ientific-technical progress and the incorporation 
t scientific and technological innovations in production are unquestionably 
8 labor productivity. However, practice shows that 
t or improving production and labor is relaxe. and when 
ibor discipline is vic lated, technical progress will not bring the anticipated 
ads to major losses in the national economy. 
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nsistent implementation of the 1979 decree of the CPSU Central Committee, 
ncil of Ministers and AUCCTU "On Further Strengthening Labor Discipline 
n 


ind Red ing Pe rs onnel | Turnover in the Natio ial Economy" a of great Signifi- 
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ting nonproductive Josses of working time and reducing personnel turnover. 
1 + 1 ; >) ~ “ur . + -y « " 44 } " nr + ye 4 7 ~ wr ise ans 
itiines a system of measures aimed at strengthening labor discipline, 


S 
it the elimination of losses of working time in production, and at the 
formation of stable work collectives. In 1980 alone, the implementation 

e 


' these measures made it possible to reduce personnel turnover in industry 
l percent and in construction by almost 13 percent. 


Thus the problem is to achieve a breakthrough in growth rates of labor 
I ictivity as one of the main conditions to the attainment of the economic 
’ social objectives posed by the 26th CPSU Congress. 


se 


‘ipline and responsibility are closely linked to the improvement of 
the organization of labor. V. I. Lenin emphasized that for Soviet power, 
~t} rganization of labor...is the most important, basic and pressing 
issue in all social life." Today, this acquires special significance 

iection with the broad introduction of coilective forms of organization 
if labor, especially the brigade form. For example, in shipbuilding, heavy 
iachine building and certain other branches between 70 and 90 percent of 
all workers have been converted to the brigade method. By the end of 1985, 
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Che share of workers Or ean tae into brigades is scheduled to increase to 
'-605 percent throughout industry as a whol: 


§ are primarily associated with the 
fact that the creation of brigades is sometimes not reinforced by improve- 
lents in planning, by remuneration of labor under a single contract, and 
the fact that imprecision is permitted in oie distri n 
Dp ation. Therefore, concrete 
ictions of economic organs are required to 
f the brigade form of organization and stimulation of labor and the creation 


litions for their harmonious work at ail levels of production. 


= ~nAathne42 " —— 32 £mnitiin wy 6 $ alte, ar Si | nr 1a - NO r f ; C =e! 
Sponsidility and discipline radically influence such a reserve ior increasing 


t ffectiveness of production as the lowering of the materials-output 
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it ition. But they acquire special apeaunine today, at a time when 


the scale of development of the nation's economy has szrown immeasurably. 
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With which the Soviet people entered the cruelest war in their history 
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improveme 


sed, 


Ac CO rd- 


ingly, the plan now includes stric “ter constraints on the expenditure of 
111 resources and all Ginietries. union republics and enterprises have 
been assigned resource conservation targets. 
t iS extremely imp ant to increase the chk caeiece of the leadership 
of inistries, agencies, associations and nterprises in the effort to 
conserve fuel-energy resources, metal and other types of raw materials 
ind Supplies. They are called upon to exercise tight control over the 
fulfillment of party and government decisions, to make mil demands on 
local leadership regarding the observance of plan and PES uction discipline, 
and on the implementation of planned measures. Problems of thriftiness, 
responsibility and discipline must be at the center of attention of party 
ana workers’ meetings, of Ongoing productio n conferences, and must be reflected 
In Socialist pledge 
he approach to the use of fixed productive capital must also be better 
rgeanized. At the beginning of the current five-year period, it was valued 
at almost 1150 billion rubles The principal task n is to increase the 
return on it continuously. 
The leading plants and factories continuously increase the number 9 shifts 
equipment is in operation and magnify the effect derived from the use of h 
equipment, apparatus, instruments, and means of mechanization and automation. 
Wing to this, there is an increase in output per ruble of value of productive 
capital. However, in a number of branches (USSR Ministry of Food Industry, 
USSR Ministry of the Cons ruction Materials Industry, etc , from one year 
to the next the output-capita ratio remains at the same level or even 
leclines. Such a situation is a consequence of lax organizational work 
in production. At many enterprises, especially in machine building, machine 
tools and other equipment Operate only 10-11 hours a day, the shift coeff- 
clent 1S only 1.35; and the existing production capacities are not 
Sufticiently utilized. The e ination of these shortcomings will have 
in immediate impact m improving the results of the work of yllectives 
Much als 1epends on the regular delavery raw materials, supplies, items 
Supplie n the basis ¢ cooperation, energy, an fuel. The output-capital 
rati {ncreases when allied plant ahops jevelop proportionally, when the 
equipnent received corresponds to the area of an enterprise's specialization, 
and when the worker's average skill group corresponds to the average skill 
level demanded by the work. All this requires the maintenance of established 
Or existing interrelations, c ariy defined organizational ictivity, boldness, 
Initiative, and a creative ipprodacn To the assigned task. 

e non-observance {f these demand is frequently acc ani by the vic ion 
it delivery discipline. Thus, 1901 the nonfulfillment f ncluded 
igreements and orders accepted for fulfillment? mounted to several billion 
rubles « pared with the d ive? ledges. icators of fulf Iment 
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The realization of this grandiose program will unquestionably 
main task in the life of each Soviet worker and all Soviet people. 
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[Unattributed introduction: 


management. 


Problems of Planning 


EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA [EKO] in Russian 


2 p 113 


"Let Us Discuss the Problems of Regional Planning" ] 


26th CPSU Congress discussed the need for a further improvement in the 
aspect of planning and the strengthening of its ties with sectorial 


by Doctor of Economic Sciences, Prof R. I. Shniper, published in EKO, 
, marked the start of a discussion of ways to improve regional economic 
The articles published in this issue are devoted to the city general 


Loginov), to the structure and composition of the oblast plans (N. S. 


(P. L. Morozov). 


plan (A. 
Sheyko) and to the specific experience of the city of Khabarovsk 
Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva'', 1982 
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Role of City General Plan 


k EKONOMIKA I ORGANIZATSLYA PROMYSHLENNOGO PROIZVODSTVA in Russian No 4, 
114-12 
[Article A. N. Loginov, chief of the planning and development section of the 
Architectural Planning Administration of the Barnaul City Executive Committee: 
Can the Effectiveness of a City General Plan be Increased?"’] 


by 
"How 


(Text] The General Plan Today 

The general plan is, in essence, the sole document which attempts to encompass the 

entire range of problems related to the future development of a city. the developers 

of general plans are confronted with the problem of not only ensuring the most ex- 
space and layout solutions in building up the cities but also creating con- 

jitions for the favorable production operations of industrial enterprises, transport 

and service sphere facilities and to contrivvce to a significant rise in the 
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For example, in Barnaul, with a planned population of 550,000 in 1990, by the begin- 
Ling of ‘Si the population had already exceeded 600,000. Although the basic design 
ind architectural principles laid down in the general plan were adhered to in build- 
1g up the city, a majority the technical and economic indicators has not yet 
been achieved [he planned volume of housing construction was not oe out and 
the amount of investments by the ministries and departments for the development of 
the municipal economy did not correspond to the growth rates of the oe Very im- 
ortant proportions in the development of industry were not followe The city was 
sverloaded by enterprises from sectors of Union and republic specialization to the 
detriment of the sectors of the production infrastructure and the sectors supporting 
the vital activities of the population. In Barnaul, the number of employees was 
distributed over the three designated sectors in a ra itio of 45 percent: 25percent: 
QO percent, while as an average for the most developed cities of the European USSR 
this ratio equals 31 percent:34 percent:35 percent. 
The negative trends in the unbalanced development of the cities could also be illus- 
trated from the examples of the demographic situations, migration processes, the 
Standard of living of the population and so forth. It is interesting that the more 
rapid development of the urban-forming base of the cities has occurred against a 
background of the actively propagandized policy of restraining the growth of the 
large cities. The ubiquitous following of this solicy, ‘without considerin; the spe- 
ific teatures of the individual raed has often led to the reverse results, that 
is, there has been an uncontrolled spreading out of the industrial and utility zones 
vith the local authorities Seda a inable to prevent this. 
A city's general plan which should determine the development direction of urban for- 
tion for 25-30 years has virtually no noticeable impact aan the development rates 
d proportions of industrial potential Even in 5-10 years the control figures for 
urban development plans differ hopelessly from the actually existing situation, 
> general plan grows out of date and loses its directing significance in opening 
p room tor the taking of arbitrary decisions and decisions of a sheerly competitive 
lat iould a City General Plan Be? 
r increasing the reliability of a city's general plan it should be based upon a 
re ble, scientifically sound hypothesis concerning the economic and social de- 
é lent of the urban agglomeration and in working it out one must rely on a broad 
nformation base poueecntee all aSyeete 9f the city’s economic and social life. 
ere i » doubting the advisability and neliness of raising the question of 
r lening the preplanning socioec onomic research on the urban systems or working 
t the methodological and procedural bases r s research. 

t ‘sent the forecast of a city's industrial deve ment over the long run con- 
sist isically of the rgets of the enterprises, ministries and departments to ex- 
n d technically reequip the production capacity, to introduce new equipment, 
{tvanced production methods and so forth. However, practice has clearly shown that, 

b ight together the scores sectorial forecasts into a single whole on the 
1 urban formation, it is inpossible to obtain a dependable forecast of 
( ity! levelopment as a whole. Ensuring the rmonlious development of a city 
Ssible on in bringing national econc~:3 S 11 and urban development plan- 
t ther int 2 Single complex. 








Tn 1979, the RSFSR Gosplan issued the "Procedural Instructions on Planning the Inte- 
grated Economic and Social Development of Cities'’ and these recommended that as part 
of the city general plans a hypothesis be developed for future economic development. 
Thus, a real prerequisite was created for coordinating the urban development and 
social planning. Obviously, it is impossible to forecast the long-range development 
of each subsystem in the urban organism with absolute reliability, but with the cor- 
rect setting of the basic concept all the necessary conditions are on hand to achieve 
the planned development of the urban agglomeration. The hypothesis of a city's eco- 
nomic and social development should primarily determine the city's place in the 
national economic and territorial division of social labor, the urban development 
capacity of the city and the goals of its development over the long run. 


With such an organizing of things, the elaboration of the general plan of a city 
actually will become a component part of the overall scheme for intraregional com- 
prehensive planning. Next must come practical steps in this direction. There must 
be an experiment, there must be experience! 


The Horizons of the General Plan 


The periodic press and special literature have repeatedly raised the question of the 
"horizon" of a city's general plan. The problem is that the general plans of cities 
are worked out for a period of 25, 30 and even 50 years, while the national economic 
plans provide for the development of sectors for 10 years with a separation into 
five -year periods. Thus, over the period of carrying out a general plan several 
national economic plans will be drawn up and this, naturally, cannot help but lead 
to significant deviations from the initial development forecast of a city's produc- 
tive forces. Considering this, other time horizons have been proposed for the city 
general plans, for example, 10, 15 or 20 years. 


We feel that a reduction in the time horizons in and ot itself will not lead to in- 
creased reliability of the general plans. Improved quality of the economic hypothe- 
ses is determined by working out a u iform methodological and procedural approach to 
the preplanning research of the urban formations combined with an all-round consider- 
ation of the specific features of each individual city. In any event, for working 
out an urban development strategy, there must be a forecast for the development of 
the city's economic potential, we feel, for a period of at least 20 years. 


Elasticity for the Urban Development Plans 


A city is an extremely complex socioeconomic system the development of which is de- 
termined by the interaction of a large number of different subsystems. For this 
reason over a period of several decades rigid control of the proportions of the 

urban organism in a majority of instances is doomed to failure. The solution lies 

in increasing the elasticity of both the long-range plans and the preplanning studies. 
One of the possible ways is to work out several concepts of the city's long-range 
development and these would equally be incorporated in the final document. This 
would make it possible for the administrative bodies in the specific circumstances 

to select the most suitable variation of the city’s development in having a clear 
notion of its basic consequences. 


Interesting in this regard is the experience of the Belorussian urban developers. 
In 1977, the institute BelNIIPgradostroitei'stva [Belorussian Scientific Research 
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Institute for Urban Development] worked out the experimental plans for the town of 
Stolbtsy. The essence of the experiment was an attempt to organize a two-staged 
system of designing a small town, providing variations for its slow (for 25,000 
persons), average (50,000) and rapid (100,000) development, employing a flexible 
planning structure. Probably it would have been advisable to conduct an experiment 
to create a multivariant general plan for a large city involving specialists from 
various areas such as urban developers, economists, sociologists, ecologists and so 
forth. 


Another promising area is to use simulation mathematical models in the practice of 
controlling the cities. Foreign and Soviet experience shows their great possibili- 
ties. In examining one or another specific situation, the local authorities often 
are unable to imagine with sufficient certainty the remote consequences or the de- 
cisions to be taken. A testing out of the examined varlations using simulation 
mathematical models will make it possible to significantly increase the information 
available to the management bodies and, consequently, improve the quality of urban 
control. 


To this, it can be added that increased elasticity in designs is required in all 
stages of urban development designing, that is, in the plans for rayon development, 
the general plans of cities and the designs for the detailed plans. 


What is More Important for a City? 


In their activities the local authorities are often deprived of firm value guide- 
lines in the development of various urban economy sectors. The absence of preplan- 
ning socioeconomic studies does not make it possible for the designers in drawing 

up the general plans of the cities and the designs of the detailed plans to work out 
a definite urban development strategy and to create a scale of priorities. 


For example, the executive committees of the local soviets in being restricted to 
the capacity of the contracting construction organizations, are often confronted 
with a choice: what should be built first, a music school, a swimming pool, a 
Pioneer palace or a children's sports school? Which of the designated projects 
would bring the most positive social consequences? How would the construction of 
each of them be reflected in the social structure of the population, in the migra- 
tion, in reducing infractions of the law, public health and so forth? The answers 
to these and many other questions should be formulated in the course of the preplan- 
ning socioeconomic research. They would become guidelines for the design organiza- 
tions and planning bodies in setting the urban development strategy and tactics. 


Undoubtedly, such guidelines worked out on a basis of a profound study of local con- 
ditions would significantly increase the role and importance of the general plans, 
particularly under the condition when these recommendations would be reinforced by 
measures of an economic, social and urban development nature. 


The Plan and the Possibilities of Its Realization 
Any preplanning and planning studies should be organically linked to the conditions 


of their realization. At present, the local soviets have been given great rights 
and opportunities. However, in order for tne city soviet to become the real, full 
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master of the city, its rights must be reinforced by real economic levers by which 
it could influence not only the development of the sectors supporting the activities 
of the population but also the Union and republic level enterprises. At present, 

no policy has been worked out at all for the ministries and departments to invest in 
the development of the municipal economy. Approved deduction rates for these pur- 
poses are lacking. The proportional participation of the sectors, as a rule, is of 
an unsystematized nature and is based upon single agreements which in a majority of 
instances are not reinforced by legislative enactments. There is no clear system of 
control over the allocating of the planned funds by the sectors and there is no 
guarantee that the funds for which agreement has been reached will be actually pro- 
vided. The centralized capital investments are insufficient here. 


For this reason, in working out the long-range economic, social and urban develop- 
ment strategy of a city, it is essential to consider by what forces and means each 
proposed measure will be implemented. 


The Force of Law for the City General Plan! 


The existing procedure for examining and approving the city general plans provides 
for the participation of a large number of Union and republic institutions and or- 
ganizations in this procedure. However, the city general plans approved by the 
Union republic councils of ministers in practice do not have legislative force. For 
the ministries and departments involved in the locating of productive forces on a 
city's territory, the provisions of the general plan are only of a recommendatory 
nature. The procedure for approving a city's general plans does not provide respon- 
sibility for officials for the violation of the approved plan. Often this leads to 
a narrow departmental approach in resolving important problems which will influence 
the city's development for decades to come. 


The time has come to work out and approve comprehensive economic and social develop- 
ment plans simultaneously with the general plans of the cities and their expert 
evaluation and approval must be carried out jointly. Both these documents must be 
worked out on a uniform base, that is, the hypothesis for the city's economic and 
social development over the next 20-40 years. 


It would also be advisable by legislation to give city general plans greater 
strength. After the approval of a general plan, the carrying out of its basic pro- 
visions must become obligatory for ;:1l the organizations and institutions regardless 
of their departmental affiliation. It is important to ensure succession between the 
comprehensive socioeconomic development plans of the cities and the five-year plans 
of the enterprises located on the territory of these cities. 


There is a definite discrepancy between the procedure for approving the general 
plans of the cities and the responsibility for their implementation. Since the 
basic provisions of the general plans are approved by the Union republic councils of 
ministers, it would be logical if all deviations from the general plans would also 
be reviewed by the councils of ministers. 


How Can the Effectiveness of a General Plan Be Judged? 


In the process of approving a general plan, an expert evaluation of it is carried 
out by a number of ministries, departments, o-ganizations and institutions. This 
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evaluation is designed to objectively and thoroughly evaluate its merits and to have 
a clear understanding of all those advantages and negative aspects which are related 
to the selected strategic direction in the development of the urban formation. By 
what instrument can the effectiveness of the compared variations be measured? When 
necessary what should be the guidelines in referring one of them? 


We feel that both the hypothesis of the city’s socioeccnomic development and the 
general plan itself should contain a certain number of indicators describing the ef- 
fectiveness of the adopted decisions. The urban system cannot be described with 
sufficient completeness by one integrated indicator. Nevertheless the total number 
of indicators should not be significant, as superfluous detailing in the given in- 
stance complicates the possibility of comparing the variations. 


The technical and economic indicators employed in urban development practices (the 
size of the citv's population over the long run, the areas of territory to be built 
up and so forth) in essence are secondary and cannot serve as guidelines for manag- 
ing and supervising the course of the city’s development. In actuality, it is im- 
possible to set as an urban development goal the building up of a certain amount of 
urban land for the achieving of a set population size! The words of one of the most 
prominent theoreticians of urban development, Le Corbusier, come to ming: "The re- 
construction of a large modern city is in truth a great battle. And is it possible 
to enter into battle without knowing precisely the goals which one intends to 
achieve by it?...a program of actions is needed.'"9 


At present, there is no system of indicators meeting the designated requirements. 
The need for working it out is apparent. The difficulty of the problem is that for 
practical use basically only those indicators are suitable which can be determined 
by relying on the current base of statistical information for the city. In working 
out a system of criteria describing the effective development of the subsystems in 
the urban organism, it is important to restrict oneself to the least number of in- 
dicators. For this reason their choice cannot have a random nature. There must be 
a precise methodological approach to seeking out the key points of urban development 
the describing of which will provide us with a reliable picture. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 


Oblast Planning Commission 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in Russian No 4, 
Apr 82 pp 124-129 


[Article by Candidate of Economic Sciences, N. S. Shenko, deputy chairman of the 
Novosibirskaya Oblast Executive Committee and Planning Commission Chairman: ''What 
Should an Oblast Plan Be?"'] 





3 Le Corbusier, "Arkhitektura XX veka" [Architecture of the 20th Century], Moscow, 
Progress, 1977, p 34. 
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[Text] In March 1981, the Decree of the CPSU Central Committee, the Presidium of 
the USSR Supreme Soviet and the USSR Council of Ministers "On Further Increasing the 
Role of Soviets in Economic Construction" granted the local soviets broad coordin- 
ating and supervisory functions in directing the regional economy. But as yet it 
has been difficult for the local soviets to carry out the task entrusted to them of 
directing the integrated development of a territory's economy. 


The territorial planning bodies are basically concerned with planning the economy 
which is under the local soviets. The functions, structure and personnel of them 
also correspond to this. For example, the planning commission of the Novosibirskaya 
Oblast Executive Committee lacks departments for comprehensive territorial planning, 
the production of consumer goods and the production of fuel and power resources. In 
the city rayon executive committees, the planning bodies are represented by just one 
man or, as in a majority of the rayon executive committees of Novosibirsk, are com- 
pletely lacking. 


There must be a fundamental reorganization in the local planning bodies and they 
must be brought into accord with the newly set tasks. There have been suggestions 
of creating new sections in the oblast and kray planning commissions, introducing 
the institution of chief specialists for the national economic sectors, reinforcing 
the planning bodies with highly skilled personnel and raising their wages. As for 
the rayon planning commissions, the number of specialists on them should, in our 
view, be brought up to an average of four persons and in the city planning commis- 
sions to six. 


In the oblast and kray planning commissions and in the autonomous republic gosplans, 
we feel it is essential to create sections for comprehensive territorial planning. 
This will increase the level of territorial management, it will improve the combin- 
ing of sectorial and territorial principles in economic leadership and will make it 
possible in the regional comprehensive plan to encompass the activities of the 
Union- and republic-level enterprises. 


An important role is to be given to the oblast planning commissions in locating the 
productive forces. At present this work is already being carried out by the local 
soviets. For example, in our oblast a special interdepartmental commission is oper- 
ating under the oblast executive committee and it is headed by the first deputy 
chairman of the oblast executive committee. The chairman of the oblast planning 
commission is his deputy on the commission. But this work has still not been put on 
a scientific basis. We feel that in the section for territorial comprehensive plan- 
ning of the oblast planning commission a special group should be set up for the 
placement of new industrial enterprises, construction and other projects. This 
group would consist of highly skilled specialists who could carry out economic ex- 
pert evaluations for the rational use of energy and labor resources at these proj- 
ects, for carrying out a range of conservation measures and for creating the neces- 
sary sociodomestic infrastructure. Only in this instance can one count on the 
rational and sound location of new production on an oblast’s territory. 


This same section could also be concerned with improving the use of labor resources. 
For this the Union- and republic-level enterprises located on the oblast's territory 
should coordinate with it the increase in the number of employees as envisaged by 

the sectorial plans. This will make it possible for the local soviets to keep watch 
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over the increase in the number of employees, not permitting this to rise where 
housing, children's preschool institutions and other social facilities are lacking. 
The section for comprehensive territorial planning under the oblast planning commis- 
sion could carry out an expert evaluation of the plans of those enterprises which 
envisage an increased number of employees during the planned period. Here special 
attention should be paid to how technical progress is being employed to increase 
labor productivity, what is the use level of the existing productive capitai, what 
is the shift factor as well as other factors influencing a rise in labor productiv- 
ity. 


The incorporation of a limit on the number of employees in the region's comprehen- 
Sive plan will make it possible to determine the change in this increase not only 
for the individual enterprises and organizations but also for the oblast as a whole. 
This will deprive the enterprises and organizations of an opportunity to confront 
the local bodies with the fact of a manpower sibortage and to unjustifiably demand 
the assigning of additional housing and other social-type facilities. It will con- 
tribute to the most rational use of the territorial labor resources. This work 
must be carried out by the planning bodies jointly with the oblast labor department 
and its bodies on the spot. 


In the new structure of the oblast and kray planning commissions a section for con- 
sumer goods production is indispensable. The directive bodies have established that 
all the Union- and republic-level enterprises located on the territory of an oblast 
or kray should provide draft five-year and annual plans for producing consumer goods 
as well as proposals on changing these plans for a ruling by the local soviets and 
only after this submit them to the superior bodies. 


Of important significance for increasing consumer goods production will be the new 
additional incentives, in particular, the sale on the spot of one-half the consumer 
goods produced above the plan and all the cultural and household goods produced from 
local raw materials and wastes of large-scale industry. The role of the local 
soviets will be significantly increased in producing goods for the public as they 
will take over the Union- and republic-level enterprises the products of which are 
chiefly designed for satisfying the needs of the population living on the given ter- 
ritory. The Confectionary Association of the RSFSR Ministry of Food Industry pro- 
duces 25,000 tons of sugar confectionary items a year. These are basically consumed 
on the spot. There is a number of garment enterprises of the RSFSR Ministry of Light 
Industry which also sell more than one-half of their products within the oblast. 


The turning over of such enterprises to the local soviets will make it possible for 
the planning bodies to draw up their production program considering the demand of the 
population and local particular features and to provide more effective control over 
their operation. 


Expanding the volume of the local economy will involve the reallocation of funds be- 
tween the various budgets, for example, between the local and the republic ones. At 
the same time the formation of local budget income is being more closely tied to the 
economic functions of the soviets. Thus, expenditures on conservation measures will 
be compensated for by the confiscating of one-half of the total payment for water 
taken by the industrial enterprises from the water systems into the local budget. 

As an average per year in Novosibirskaya Oblast, for example, the industrial 


98 











enterprises receive 83 million m? of water valued at 9.2 million rubles. Thus, 4.6 
million rubles paid by the enterprises for the water will now be transferred to the 
local budget. 


Also worthy of support is the proposal that the local soviets receive all the capi- 
tal investments, the material-technical resources and limits for designing and con- 
tracting for the construction of housing, municipal projects and cultural and serv- 
ice projects. Then the local soviets will be the only body on the territory concen- 
trating in itself all the financiai and material resources for these purposes. Such 
a procedure will create good prerequisites for the consistent support for social 
development in each region in an unseparable unity with economic growth. This will 
make it easier for the local soviets to rationally utilize the labor resources and 
to control demographic processes. 


Concentrating in the hands of the local soviets all the financial and material re- 
sources being channeled into the construction of housing and sociodomestic projects 
imposes new responsibility on the local planning bodies. They should now work out 
a capital construction plan showing the location of housing and cultural-service 
projects under construction, the concentration of money and material resources on 
nearly completed projects and so forth. 


Although such a procedure for capital investment planning is to be introduced as an 
experiment in the individual Union republics, even now the title lists for the con- 
struction of housing, utility, municipal, cultural, service and conservation proj- 
ects, regardless of departmental affiliation, are to be approved by the local plan- 
ning bodies where the construction project is located. This will make it possible 
on the spot to coordinate the construction of the designated projects with the con- 
struction of production-end projects in terms of the amounts of expenditures and com- 
pletion dates. Good prerequisites arise for forming a high-quality territorial com- 
prehensive plan. 


Under the new conditions the oblast planning commission is to play a major role as 
a procedural center in directing the elaboration of the socioeconomic development 
plans of the rayons, cities and major industrial enterprises. It will provide them 
with procedural and practical aid in drawing up the socioeconomic development plans 
and will be concerned with collating these plans into a unified territorial compre- 
hensive plan for the economic and social development of the oblast. 


The role of the local planning commissions will also be increased as a collegial 
body. Here they will examine involved socioeconomic questions which are of funda- 
mental significance for the region. These include: the food program, the fuel and 
energy problem, the environmental conservation program, the development of the trans- 
port junction and others. It is a question of elaborating a scientific approach to 
solving them. For this it is essential to have not only practicing economists but 
also scientists as members of the local planning commissions. The membership of the 
planning commission of the Novosibirskaya Oblast Executive Committee includes prom- 
inent scientists from the Institute for the Economics and Organization of Industrial 
Production under the Siberian Division of the USSR Academy of Sciences and from the 
Siberian Scientific Research Institute for Agricultural Economics under the Siberian 
Division of the All-Union Academy of Agricultural Sciences imeni V. I. Lenin. These 
help the planning commission in resolving difficult national economic problems and, 
in particular, in working out the food program, the program for the rational use of 
labor resources and others. 
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The new tasks of the local planning bodies require that they be freed from solving a 
number of routine questions which now takes up more than 40 percent of their working 
time; they should focus their attention on working out long-range and major ques- 
tions. They should pay more attention to supervising the fulfillment of the nation- 
al economic plans and should systematically analyze the course of fulfilling the 
plans not only as a whole on the territory but also individually for the sector, the 
association and the enterprise. Such supervision should be active, it should prompt- 
ly warn of possible failures and prevent insipient deviations from the established 
quotas for the production volume, labor productivity, the saving of labor. material 
and financial resources and for other indicators. 


The increased role of the local soviets in economic construction involves the neces- 
sity of changing the composition of statistical information. 


Of important significance is the decision to interject the chairman of the local 
planning bodies into the rank of deputy chairman of the executive committee of the 
corresponding soviet. This will significantly reduce the time and the number of 
tiers in forming and coordinating the plans and the measures to carry them out and 
will contribute to efficiency in solving many national economic questions. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
preizvodstva", 1982 


Interaction of City and Plant 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in Russian No 4, 
Apr 82 pp 130-134 


[Article t~ P. L. Morozov, chairman of the Khabarovsk City Executive Committee: 
"The City and the Enterprise”] 


[Text] The comprehensive economic and social development plans which are now being 
worked out for the Union and autonomous republics, krays, oblasts and cities general- 
ize the basic positions of the enterprise plans and disclose the general parameters 
for production and sociocultural construction. But the solving of questions related 
to increasing production efficiency, economic proportionality and the coordinating 
of activities by different ministries and departments in utilizing the territorial 
resources (the development of interrelated types of production, the creation of a 
unified energy system, unified water supply, sewage and other city-wide problems) 
and for carrying out the requirements of the city's general plan is clearly unsatis- 
factory. 


What have been the results of carrying out the comprehensive economic and social de- 
velopment plan for Khabarovsk during the 10th Five-Year Plan? 


Let us take city water supply. Along with the construction of municipal waterworks 
and increasing the capacity of the existing departmental water intakes, quotas were 
set for building water recirculating systems for the Plant imeni S. M. Kirov, the 
power maching building plant, the dairy, the champagne combine and others. These 
enterprises have put recirculating water supply systems into operation. 
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On the basis of a comprehensive survey of environmental pollution sources, quotas 
were set for each enterprise for reducing pollution. Many of them have been car- 
ried out. At the ZhBI-2 [reinforced concrete products] plant, the cement mixing 
unit and the boiler were reconstructed with the installation of dust traps. At the 
Oil Refinery imeni S. Ordzhonikidze, a trestle for the enclosed draining of oil has 
been built; the associated gas containing hydrogen has been employed for heating 
instead of mazut. 


Over the five-year plan, the city has built 140 new gas scrubbers, 90 units have 
been reconstructed and replaced by more efficient ones. According to the data of 

the USSR Goskomgidromet [State Committee for Hydrometeorology], in 1976-1980, produc- 
tion wastes released into the city's air basin declined by 70 tons per day. 


The number of stores available to the city workers has increased by 7 percent and for 
food stores has reached 104 percent of the norms. The number of seats in the dining 
rooms of the city industrial enterprises has risen by 2,500. Several large student 
dining rooms have been opened. On the basis of the dining room at the polytechnical 
institute, a student meal combine has been organized. As a result over the five- 
year plan, more than 6,000 seats have been completed. At present over 42,000 persons 
can sit down at once at the city’s public table. 


In 1975, the output of cultural and domestic goods and household appliances was or- 
ganized at 30 enterprises and in 1980, there were 38 of them. Each year the produc- 
tion of more than 30 new types of industrial goods for the public is developed. Over 
the five-year plan, 13 types of goods received the state Quality Mark, including the 
Sonata and Ussuri furniture suites, an armchair produced by the Zarya Furniture Com- 
bine, two types of convertible couches by the upholstered furniture factory, an arm- 
chair and a recreational boat called the Krym by the shipyard, a plane and drill by 
the Dal'dizel' [Far Eastern Diesel] Plant and other products. 


According to the results of 1980, the proportional amount of product with the state 
Quality Mark was 12.7 percent of the total volume of the produced consumer and house- 
hold goods and their output over the five-year plan increased by 24 percent. 


In analyzing the socioeconomic development plans of the enterprises, the city execu- 
tive committee has taken measures to demolish decrepit housing. Letters were sent 
out to all the ministries, the enterprises of which have departmental housing in 
Khabarovsk with a request to allocate funds to build new housing as it was pulled 
down and to improve the housing conditions of the workers. Many questions could be 
resolved affirmatively. Over the five-year plan, 1,635 structures were demolished 
and 8,535 families moved into new well-equipped apartments. 


There are many other examples of coordinated work between the enterprises and the 
local soviets, but, unfortunately, this is not the case everywhere. At the city's 
enterprises and organizations around 6,000 people are waiting their turn for places 
in preschool institutions. The 10th Five-Year Plan envisaged the construction of 
preschool institutions with 3,440 places paid for by the departments, but the ful- 
fillment was actually 34 percent (1,180 places). 


The Minneftekhimprom [Ministry of Petroleum Refining and Petrochemical Industry] did 
not allocate the Refinery imeni S. Ordzhonikidze the funds for building nursery 
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creches for 280 places. The Ministry of Heavy Construction did not provide funds 
for building the nursery creches for the employees of the construction organizations. 
The USSR Ministry of Communications did not provide the money to build a nursery- 
creche for the Promsvyaz' {Industrial Communications] Plant while the Ministry of 
Light Industry did not provide the money to build nursery creches for the 60th anni- 
versary of the USSR for the collective of the Vostok Garment Association. 


The Ministry of Power and Electrification [did not provide funds] in the Northern 
Residential District, including for the collective of the TETs-3 the first capacity 
of which was put into service in 1979. 


The city general plan envisaged that in 1980 the available housing would increase up 
to 9.4 million m3, but in fact there are 7.6 million m°. Many ministries and de- 
partments did not fulfill the quotas for completing housing over the 1LOth Five-Year 
Plan. The Refinery imeni S. Ordzhonikidze fulfilled the plan by 52.4 percent, 
Khabarovskenergo [Khabarovsk Regional Power Administration] by 74.7 percent and the 
administration of the Amur River Navigation Company by 14.6 percent. 


The city general plan envisaged the moving of the Oil Refinery imeni S. Ordzhoni- 
kidze outside the city limits. However, this question was not resolved and the 
plant is increasing the production volume. The Minneftekhimprom, in reviewing the 
plans for the development of the refinery, is actively in favor of increasing its 
production capacity and does not pay anywhere enough attention to the building of 
environmental conservation projects. In the last five-year plan there were plans to 
complete a facility for flaring off the oil products and an ozonizer but the actual 
use of funds for these projects was less than one-half of their estimated value. 
Funds have not been fully allocated for creating a health protective zone. From the 
planned zone just one-half of the inhabitants were able to move into other areas. 


In deviating from the city general plan, a new plant is being built on a territory 
allocated for future housing development. 


At it the first capacity is to be operating in 1981, the enterprise's collective is 

being organized, however not a single planned social, cultural or service installa- 

tion has been completed. The plant was instructed to build and complete the pumping 
station No 10 simultaneously with the first production capacity. The sewage system 

of the entire residential district depends upon this pumping station. Construction 

of the project has just been started. 


In 1981, the third stage of Siberia's and the Far East's largest plant for aluminum 
structural elements was to be completed. The old boss of the plant (the Ministry of 
Construction of Heavy Industry Enterprises) and the new one (the Ministry of Con- 
struction in the Far East and Transbaykal Regions) have done nothing to build social, 
eultural and service facilities for the collective of this enterprise. 


Other enterprises and organizations show the same attitude toward the construction 
of social, cultural and service installations and housing. 


All the listed facts show that it is essential to give a directive nature to compre- 
hensive planning of the economic and social development of the cities, oblasts and 
republics. Control over the fulfillment of the comprehensive economic and social 
development plan of Khabarovsk was rather rixid. This question was taken up at 
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executive committee sessions quarterly and in 1979 was a subject of review by a 
session of the city soviet. Nevertheless, as we have seen, it has not been possible 
to achieve a solution to many problems envisaged by the plan. Many ministries and 
departments under various pretexts have refused to invest money into the development 


of the social, cultural and service sectors and defer the times for fulfilling these 
sections of the plan. 


The giving of a directive nature to the comprehensive economic and social develop- 
ment plans of a region seems to me to be a key question in improving territorial 
planning. This requires an immediate solution. 


Now several words to develop the ideas given in the article of Prof R. I. Shniper. 


The development of any city is largely determined by its general development plan. 
According to the established procedure such a plan is compiled for a period of 25-30 
years. The comprehensive plans and the basic directions for the economic and cul- 
tural development of cities are for 5-10 years. Here the planning horizons clearly 
do not match. As a resuit the general plans are quickly obsolete. This is caused 
by the unreliability of the forecasts for broadening the economic base and the size 
of the population in the industrial centers. 


The general plans, we feel, should better be compiled for 15-20 years, the forecast- 
ing itself must be done continuously in making every 5 years corrections into the 
program which consider the changes in the demographic situation and the economic 
base of the city. 


For the efiective elaboration of comprehensive economic and social development plans 
of the cities it is also essential to broaden the composition of statistical infor- 

mation on various aspects of city life, including the report balances for labor re- 

sources, the monetary income and expenditures of the population, the utilization of 

city lands and summary indicators for the basic sectors of the municipal economy. 


COPYRIGHT: "Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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REGIONAL DEVELOPMENT 


NEW POWERS, PROBLEMS IN MANAGEMENT OF LOCAL BUDGETS 
Moscow FINANSY SSSR in Russian No 2, Feb 82 pp 20-24 


[Article by Candidate of Economic Sciences G. B. Polyak: "An Important Stage in 
the Development of Local Budgets"’] 


[Text] The course proclaimed by the 25th and 26th CPSU congresses of the greatest 
possible development of socialist democracy and the preparation of a series of 
legislative enactments and directive documents in accord with the decisions of the 
party congresses have opened up broad prospects for increasing the role played by 
the local soviets in communist construction. With the implementing of the measures 
envisaged by these documents, an important stage has also started in the further 
development of the local budgets which are the financial base ensuring the success- 
ful activities of the local soviets in the area of the comprehensive economic and 
social development of the administrative-territorial units. 


The process of the formation and development of local budgets in our nation has been 
closely tied to carrying out basic tasks and socioeconomic changes in the individual 
stages of socialist construction. The Soviet state, in developing socialist democ- 
racy, has constantly strengthened the financial base of the leeal soviets. In the 
last decade, the USSR Ministry of Finances and the Union republic ministries of 
finances have adopted a whole series of measures to substantially strengthen the in- 
come of local budgets. Additional turnover tax receipts have been channeled here 
depending upon the retail commodity turnover of the consumer cooperative organiza- 
tions and in a number of the Union republics also a portion of payments from the 
profits of republic-level enterprises. This has made it possible to sharply reduce 
the number of subsidized local budgets. 


An important role has been played by the "Law Governing the Basic Powers of the Kray 
and Oblast Soviets" which emphasizes that the present period of communist construc- 
tion has placed new, higher demands on their activities. 


In the aim of the more active involvement of the enterprises and organizations in 
developing the local economy and a greater interest on the part of the local soviets 
in the results of their operation, it has been considered necessary to turn over to 
the local budgets a portion of the profits from the republic-level enterprises and 
economic organizations. 
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The carrying out of the series of measures envisaged in the Decree No 695 can fur- 
ther strengthen the local budgets and improve their planning and the financing of 
the local economy. For example, the normative method of profit distribution which 
has been introduced at the local-level enterprises will help to stabilize the re- 
ceipt of money in the local budgets as well as long-range budget planning on the 
Spot. The mentioned decree has outlined measures to improve the quality of national 
economic planning, including financial planning. Starting with the llth Five-Year 
Plan, together with the draft state five-year and annual national economic and 
social development plans, 5-year and annual financial balances will also be compiled. 
In light of this it obviously would be advisable to work out summary financial bal- 
ances for the administrative-territorial units. There will be greater opportunities 
to improve budget planning on the spot and for improving the methods of concentrat- 
ing the money of the budget and the enterprises located on the territory of the 
local soviets on developing the sociodomestic infrastructure. This, in turn, will 
help to improve the financial backing for the comprehensive regional economic and 
social development plans as the necessity of compiling these was recognized by the 
26th CPSU Congress. 


The party and government Decree "On Further Raising the Role of the Local Soviets 

in Economic Construction" has significantly broadened their rights in economic and 
social construction, it has strengthened the economic tie with all the enterprises 
on their territory and has reinforced their material and financial base. A large 
number of enterprises and institutions has been turned over to the local soviets and 
the products and services of these will go chiefly to satisfy the needs of the popu- 
lation. 


The implementing of the measures outlined by this decree marks a qualitatively new 
stage in the development of the local budgets. While previously the formation of 
their income was based on money from the systems subordinate to the local soviets 
and the deductions to the local budgets from state income and taxes, at present 
other principles will be in operation, namely: the linking of the financial base 
of the local soviets with the local economic resources, in particular the natural 
ones; the dependence of local budget income upon the operating results of the 
superior-level enterprises and upon the quality of their product. This is a com 
pletely new approach to forming the income of the local budgets and contributing to 
the more active participation of the local soviets in the nation's economy. 


The broadening of the rights of the local soviets will strengthen their influence on 
the economic and social processes. Their role will be particularly increased in 
compiling and carrying out the plans for the comprehensive development of the 
administrative-territorial units, the production complexes, in concentrating the 
material, labor and financial resources and coordinating their use in the aim of 

the harmonious forming of population points and the more proportional development of 
the production and nonproduction spheres. 


The presence of a budget for each of the local soviets is an important factor in the 
strengthening of their economic independence. This activates their economic activi- 
ty, makes it possible to develop the sociodomestic infrastructure on the subordinate 
territory, to increase the region's economic potential, to disclose and utilize 
financial reserves and to participate in the mobilizing and distributing of general 
State assets. This, in turn, increases their interest in carrying out the state 
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income plans. Ultimately, all of this helps the local soviets in more fully satis- 
fying the needs of the population. 


The basic functions of the local budgets are: forming the monetary funds or the 
financial backing for the activities of the local soviets; the distribution and 
utilization of these funds between the local economy sectors; controlling the finan- 
cial and economic activities of the enterprises, organizations and institutions. 
These functions are not restricted to just the regional level but are also apparent 
in the carrying out of the general state economic and social tasks. First of all 

it is essential to note the leading role of the local budgets in the distribution 
of the public consumption funds and in financing the support and development of the 
sociodomestic infrastructure. 


In the total amount of expenditures in the USSR State Budget for the sociodomestic 
infrastructure, the funds channeled through the local budgets comprise a significant 
amount: more than one-half for education comes from the local budgets, over 85 per- 
cent for public health and over 95 percent for the housing and utility system. 


This use of the local budgets also determines their role in the redistribution of 
national income, particularly territorial. The redistribution of national income 
through the local budgets makes it possible for the local soviets to exercise their 
functions independently of the amount of the regional income sources. This, in tum, 
provides an opportunity on a statewide scale to carry out measures to equalize the 
development levels of the city and countryside and tne various regions and to con- 
sistentiy carry out Lenin's policy of developing all the nations in the country. 


The high proportional amount of the local budgets in the financing of sociocultural 
measures and the housing and utility system also shows their great role in the re- 
distribution of national income between the production and nonproduction spheres. 
This function of the local budgets assists not only in the forming of the socio- 
domestic infrastructure on the scale and in the areas needed for society but also 
the proportional development of the production and nonproduction spheres and propor- 
tionality within the infrastructure itself. 


Thus, the local budgets of a socialist society can be characterized as an aggregate 
of economic relationships contributing to the state's national income, creating the 
firancial base of the local soviets and financing a significant portion of the 
national economy's sociodomestic infrastructure. 


The constant growth of the nation's economic potential and the size of the popula- 
tion as well as the broadening of the urbanization process--these are the main fac- 
tors in the growth of the number and size of the local budgets and their role in the 
system of national economic management, particularly the development of the socio- 
domestic infrastructure. At present, we heve more than 51,000 local budgets with a 
volume of 50 billion rubles a year. They are becoming an evermore important factor 
in improving national economic management and implementing the party's decisions. 


In the Accountability Report at the 26th CPSU Congress, L. I. Brezhnev noted the im- 
portance of evening out the social differences on the territorial level.! One of 





1 See: "Materialy XXVI s"yezda KPSS"' [Matericls of the 26th CPSU Congress], Moscow, 
Politizdat, 1981, p 54. 
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the instruments for evening out the levels of regional economic and social develop- 
ment is the local budgets. As is known, due to historical conditions the availa- 
bility of services of the sociodomestic enterprises and institutions has varied for 
our nation's population. There is a larger network of them in the western regions. 
There are particularly few such enterprises and institutions in the development 
areas in the nation's east and north. Here the local budgets are a help. The 
growth rate of funds allocated by them for these purposes is higher than in a number 
of the western regions. This makes it possible to carry out housing, utility and 
sociocultura! construction more rapidly, thereby evening out the regional develop- 
ment levels. 


The development of the sociodomestic infrastructure to a significant degree is link- 
ed to our state's demographic policy. The main way to solve the demographic prob- 
lems, Comrade L. I. Brezhnev emphasized in the Accountability Report, is "greater 
concern for the family, the newlyweds and primarily women." 


This means a further broadening of the network of utility-domestic and sociocultural 
enterprises and institutions, housing construction and so forth basically financed 
by morey of the local budgets. We must particularly note the institutions helping 
the family in raising children: the creches and nurseries, the general education 
schools, the extended-day schools and groups, the Pioneer palaces, the music, artis- 
tic and sports schools and so forth. The expenditures of the local budgets for 
their support are constantly growing. Over the last 15 years, these have increased 
from 8.5 billion to 15.8 billion rubles. 


The rise in the prosperity of the people, the evening out of the regional develop- 
ment levels, the elimination of the differences between city and countryside and 
demographic policy--all of this requires a further broadening of the housing and 
utility system [HUS]. Year by year, allocations from the local budgets grow for the 
development of the HUS. Over the last 15 years these have increased from 4.2 bil- 
lion to 10.2 billion rubles. This has made it possible to increase the capacity of 
the water supply, sewage and transport enterprises, to erect new residential areas 
and provide public amenities and landscaping in the cities, settlements and country- 
side. 


The role of the local budgets is also great in improving medical services. A pre- 
dominant portion of the general state allocations for public heaith is provided from 
them. From 1965 the volume of funds from the local budgets for these purposes in- 
creased from 5.8 billion to 12.4 billion rubles. 


The role of the local budgets in the development of the sociodomestic infrastructure 
must be viewed as part of the overall complex of improving national economic manage- 
ment. In the problem of increasing management efficiency a particularly important 
place is held by the question of determining the level at which the management proc- 
ess directly occurs (where the decisions are taken, their fulfillment is supervised 
and so forth). 


It should be a question of bringing the management bodies closer to the controlled 
objects. Neither excessive management centralization nor its excessive 





2 '"Materialy XXVI s"yezda KPSS," p 54. 
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decentralization have produced the needed results. The way out obviously is in an 
organic combination of both principles in leadership and their most effective bal- 
ance. 


In terms of the local budgets, the problem consists in, in the first place, estab- 
lishing an optimum volume for the state budget funds being channeled to consumers 
through the local budgets and, secondly, to determine how these funds should be 
split between the individual elements of the local budgets. 


The solution to this problem to a significant degree will determine the departmental 
affiliation of the sociocultural, utility and service institutions and enterprises, 

the bringing of the management bodies closer to the managed objects and, consequent- 
ly, the effective management of the development of the sociodomestic infrastructure. 


At the same time it is essential to bear in mind that the transfer of the infra- 
structure's objects to the oblast, city, rayon and rural management bodies involves 
the financial abilities of the corresponding soviets. The successful use of the 
local budgets as an instrument for controlling the economic, social and demographic 
processes depends largely upon their income base and upon carrying out a number of 
economic and organizational measures. The problem is that with the introduction of 
the principle of democratic centralism into national economic management, two trends 
can be observed in the development of the local budgets. 


In the first place, under the conditions of improving management, the concentrating 
of production and the creating of industrial and production associations, the prop- 
erty base of the local soviets is narrowed since a portion of the enterprises is 
shifted to superior subordination. Because of this the assigned income of the local 
budgets is reduced. Moreover, improved services for the public, the increased wages 
of service sphere employees and other factors increase operating expenses. With 
stable rates, the profitability of the local economy enterprises is reduced. This 
also retards the growth of the assigned income of the local budgets. The centraliz- 
ing of payments between the associations and the budget is frequently accompanied 

by a decline in the territorial income. All of this weakens the income base of the 
local budgets and requires replacement of the withdrawn sources. 


At the same time the broadening of socialist democracy and the increased role of the 
local soviets in solving the socioeconomic problems on the territory under their 
jurisdiction presuppose concentrating under the local authorities the enterpris- 
es and institutions from the sociodomestic infrastructure which, as a rule, are 
financed from the budget. The increased expenditures of the local budgets are also 
caused by state measures, including: the increase in wages for workers in the non- 
production sphere and increased outlays for the support of the sociocultural insti- 
tutions, by the development of their network and by the smaller load factor, by the 
increased number of the urban population and the larger contingent of persons served, 
by the improvement in services for the public and so forth. 


Thus, with the accelerated growth of the expenditures of local budgets, their as- 
signed income grows more slowly. The two opposite trends pose a number of problems: 
to strengthen the financial base of the local soviets; to reconcile the general state 
and local, the departmental and territorial interests; to strengthen the influence 
of the local soviets and the local financial bodies on social production; to more 
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ettectively utilize financial resources for the development of the local economy. 

In the solving of these questions an important role should be played by improved re- 
lationships and expanded economic ties between the Union- and republic-level enter- 
prises and the local soviets and to thereby strengthening the local budgets. 


Under the conditions of the increased scale of the socialist economy and the need to 
intensify social production, there is the evermore urgent problem of reconciling the 
sectorial and territorial aspects of development and coordinating the material- 
financial base of the local soviets with the regional economic results. This is one 
of the strategic tasks in improving national economic management. But there are 
also tactical tasks. Among them is the turning over of a portion of the profit from 
the superior-level enterprises to the local budgets. One of the stages is to divert 
into local budget income some 50 percent of the deductions from the payment for the 
water taken by the industrial enterprises from the water systems as well as 10 per- 
cent of the additional profit from the production associations and enterprises on 
the Union and republic (Union republic) levels coming from the sales of new highly- 
efficient products and products with the state Quality Mark. 


[The strengthening of the local budgets and their links with the regional economy 
will continue in the future in accord with the measures of the Communist Party and 
the Soviet state to further increase the role of the local soviets in economic and 
sociocultural construction. This was reemphasized by L. I. Brezhnev in his speech 
at the session of the Presidium of the USSR Supreme Soviet on 1 April 1981. It is 
an important question for the workers of the financial bodies and the scientific 
institutions to make a more thorough study of the economy of the regions and the 
problems of local budget development, thereby preparing recommendations for their 
strengthening. The introduction of these recommendations into practice will help to 
improve national economic management and to increase its effectiveness. 


COPYRIGHT: "Finansy SSSR", 1982 
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REGIONAL DEVELOPMENT 


ROLE OF REGIONAL PLANNING IN PRODUCTION INTENSIFICATION VIEWED 
Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 2, Mar-Apr 82 pp 203-215 


[Article by B. B. Bliznyukov, 0. S. Pchelintsev, G. S. Ronkin and V. I. Chumakov, 
from Irkutsk and Moscow: "Intensification and Regional Systems: The Relationships 
of Development and Management"] 


[Text] The "Basic Directions in the Economic and Social Development of the USSR for 
1981-1985 and for the Period Up to 1990" have further developed the party's course 
of intensifying social production and of the greatest possible savings of resources 
and the improving of work quality. As L. I. Brezhnev pointed out, at present "there 
is no more important question than the economic, maximally rational utilization of 
our capability and riches," but in order to achieve this it is essential "...to have 
a reorganization in planning and management methods, in the system of indicators 

and material incentives. No matter how difficult this reorganization may be, it is 
indispensable to us" [L. I. Brezhnev, "Leninskim kursom" (By the Leninist Course), 
Vol 7, Moscow, Politizdat, 1979, p 620]. 


A transition to intensive growth comprises the basic content in the present stage of 
economic development. It is linked to the necessity of profound changes not only in 
the production structure but also to the development of the social structure, the 
system of values, the way of life and the everyday conditions of human activity. 


The questions of the relationship between social development and management comprise 
one of the central places in an examination of the territorial aspects of intensifi- 
cation. The latter places a number of demands upon the structure of the placement 
of production and settlement and upon the entire spatial environment of socioeco- 
nomic development. As K. Marx wrote, "...if a certain degree of development for a 
productive force is given, then a definite space is also always required" [K. Marx 
and F. Engels, "Soch."" (Works), Vol 25, Part II, p 342]. '"'Each step in the de- 
velopment of production requires the presence of a definite environment for the re- 
production of its agents and this environment consists of the material prerequisites, 
the forms of intercourse and the sociocultural potential of the individuals them- 
selves" [1, p 179]. Such an environment serves as an indispensable sociopsychologi- 
cal and territorial condition for the division and movement of labor. 


With intensification it is essential that the predominantly intrasectorial forms of 
socialization (that is, the production and scientific-production associations) be 
complemented by more complex intersectorial and territorial forms such as industrial 
centers, territorial-production complexes [TPK] and local] agroindustrial complexes, 
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group systems of populatiun points and regional scientific-technical and scientific- 
production complexes. Such forms are specific to developed soctalism; and crucial 
possibilities for increasing efficiency and utilizing the achievements of the scien- 
tific and technical revolution are related precisely to them. However, the realiza- 
tion of these possibilities depends upon a number of conditions, including the 
elaboration of a theory of interaction between the sectorial bodies and the terri- 
torial and program ones and the creation of man-machine information systems which 
provide for such interaction in practice. 


The article examines three questions relating to the problems of intensification: 

1) the changes caused by it in the methodology of regional analysis; 2) the develop- 
ment of the economic structure for the urban and regional systems; 3) the preparation 
and use of multipurpose man-machine information systems as a specific instrument for 
managing regional development. 


l. Intensification: The Development of a Methodology for Regional Analysis 


According to modern economic theory, "the greater the progress achieved and the 
higher the level of a nation's economic development, the more important the human 
factor and human relations are" [2, p 66]. The given factor is also a key one in a 
series of conditions relating to the intensification of socialist production. The 
responsibility of regional systems for comprehensive development of the main produc- 
tive force, man, determines the important place of the region in ensuring a transi- 
tion to intensive economic growth. The realization of this role requires a sub- 
stantial change in the structure of regional analysis and in the very concept of a 
region. It should largely reflect the criterion of economic efficiency, the ad- 
vantages of the territorial concentration of production and the population and the 
demands of the modern large-scale organization of industrial centers, TPK and group 
systems of population points. Conversely, those ideas of territorial analysis which 
do not correspond to the conditions of intensification will be shifted to the back- 
ground; these are: extensive evenness, the autonomous development of large, medium- 
sized and small cities and the absence of any serious consideration of economic ef- 
fects and losses. 


It is also essential to clarify the "subject" structure of territorial analysis with 
its presently characteristic focus of attention on a few, chiefly primary and 
secondary, industrial sectors. Under the influence of the scientific and technical 
revolution the very relationships in the regional structure are also substantia'‘iy 
altered. The information complex as part of science, designing, culture and manage- 
ment becomes a most important source of impulses for socioeconomic and hence also 
territorial development. 


The emphasis on intensification and territorial rationalization as the basic content 
in the economic development of regional systems in no way reduces the importance of 
the notion which has been formulated in our literature on the region as an element 

of the socioeconomic system responsible primarily for comprehensive social develop- 
ment. It is a question simply of two aspects in the activities of a region ensur- 
ing the carrying out of its function, that is, the relations with production and 

with the system of sectors in the first place and the organization of nonproduction 
activities and the processes of the growth of prosperity and culture, in the second. 
The first problem is usually linked to verifying the balancing of the total sectorial 
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supply for local resources. However, at the present stage the direct organiziny of 
intersectorial interactions is becoming evermore important with the disclosure of 
the overall interest of the various sectors (and, respectively, the emergent effect) 
through a system of coordinating and systematizing (limiting or, on the contrary, 
compensating) their particular interests.! The very social goals of regional de- 
velopment at present terminate on intensification and not only in the trivial sense 
of a dependence upon resources but also in the fact that progress in the social 
sphere presupposes a more aware attitude toward labor, the effective organization of 
production and the creation of an atmosphere of efficient work on all levels of eco- 
nomic activity and management. 


However, the significance of regional factors cannot be reduced merely to an accel- 
eration of intensification. Also related to them is the ensuring of one of the most. 
important proportions in socialist reproduction, that is, the balancing between the 
production-economic and social development of the social subsystems on all levels of 
the territorial hierarchy, starting from the individual settlement and ending with 
the large economic regions, the republics and the nation as a whole. This problem 
cannot be directly solved within the confines of sectorial or program management. 
There must also be specific activity by the regions and cities themselves. The 
spatiai contiguity of development conditions with population geography also requires 
their territorial organization. 


Only on a regional basis is it also possible to combine the socially advisable level- 
ing of living conditions with their maximum diversity. Urbanization serves as the 
objective mechanism for this dual process. In forming a unified sociospatial en- 
vironment based upon a diversity of choice and intensive human contact, it makes a 
specific standard of activity (the "urban way of life) an imperative. ? 


Differences in the spatial position of individuals (and social groups) are also re- 
lated to territory and these form an important and still not sufficiently considered 
component in social well being. The methods of human activity, like production it- 
self, are determined in space. Here it is essential to distinguish two aspects: 

1) the dependence of well being upon natural conditions and individual inclinations 
with equal access to goods and services; 2) differences in the accessibility of jobs, 
services and recreation resulting in the obtaining of the same selection of goods 
with different outlays or (more often) in a territorially determined differentiation 
of the consumption structure and way of life, 


The concept of accessibility substantially corrects the traditional economic notion 
of well being as a function of current consumption where only income and price oper- 
ate as the regulators. In actuality the consumer's choice is always made on a 
certain foundation of individual development, the objective conditions of which also 
are most essential from the viewpoint of the long run [K. Marx and F. Engels, "Soch.,'' 
Vol 34, p 137]. Well being itself is a function not only of curient (or previous) 
consumption but also its potential. ? 


An analysis of accessibility is based on the notion of territorial variation of con- 
sumer value, that is, the differing value of economic alternatives not only in time 
but also in space. The creation of the same object (for example, a residential de- 
velopment) assumes differing significance depending upon place and situation. For 
example, in Siberia or a newly built city it is more important than in a long de- 
veloped area with a high standard of available housing. The given effect along with 
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the expenditures must be taken into account in allocating the resources, 'The crea- 
tion of relatively equal conditions of access for the population to mass material, 
spiritual and cultural goods and services and to the choice of profession, meaning- 
ful Labor and recreation" [5, p 3] acts as one of the main particular features in in- 
intensive economic growth. This goal should be served by the standards of space and 
time accessibility to places for the application of labor, services and recreation. 
These standards form (along with scientifically based consumption standards and the 
ecological and urban development parameters of living conditions) a normative base 
for the social management of territorial development. The resource support for such 
Standards becomes "an important factor for increasing the efficiency of the public 
consumption funds and for creating maximally equal conditions of access to them for 
all strata of the population, regardless of the place of residence and departmental 
affiliation" [5, p 12]. 


One of the social prerequisites for intensification is the growth of human inter- 
course. The latter generally forms "a necessary and specific condition for the de- 
velopment of a person in society" [6, p 409], an objective mechanism and continuous 
Process in the reproduction of the social structure. In particular, the universal 
development of the productive forces gives rise to the universal intercourse of 
people,...place-restricted individuals are replaced by world historical or imperi- 
cally universal individuals" (K. Marx and F. Engels, "Soch.,'' Vol 3, pp 33-34]. The 
demand for a new concept of a region viewing it primarily as a developing population 
corresponds to this process. Regional development itself in the given aspect oper- 
ates as a process of realizing the vital plans of the population on the given terri- 
tory and the control of it may be seen as activity to create a favorable sociospatial 
environment for the functioning of production and the development ot the individual. 


Urbanization serves as the basis for the thus-understood regional development and 
urbanization expresses the dynamics of fundamental structural characteristics in 
human activity (concentration, intensity and diversity) which ultimately determine 
the development of urban settlement which is the framework of modern regional sys- 
tems. 


A study of urban concentration and the related effects and losses is most crucial 
also from the viewpoint of a direct study of intensification. An economic theoreti- 
cal notion of the city and other forms of settlement in the resource allocation sys- 
tem should be its end result. 


2. Intensification: The Interrelated Development of the Economic Structure of 
Urban and Regional Systems 


One of the features of intensification is a changeover from predominantly quantita- 
tive (volume) shifts in production to superficially less noticeable qualitative 
changes. This applies fully to territorial development, too. Mass construction of 
new projects, complexes and entire cities is replaced by painstaking work to improve 
the structure of the already-existing centers, by increasing the effectiveness of 
the intraregional ties and by improving the living conditions ("territorial ration- 
alization"). On a map (froma bird's-eye view) everything may appear unchinged. 
Only within the "nuclei of intensification," that is, within the existing towns and 
regions, will complex, dynamic and extremely important changes be occurring, leaving 
no room for facile conclusions on the "inertia of production placement" or the 
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urbanization process.*+ However, the elucidation and analysis of these shifts re- 


quire new, more accurate approaches. The given section will deal with one of them 
related to overcoming the so-called theory of the "economic base" [7, 8] (and the 
planning and management methods based on it). 


The theory of the economic base rests upon a dividing of a region's (city's) produc- 
tion complex into two sectors: the base or urban-forming, the product of which is 
sold outside the limits of the given region (city), and the service sector the en- 
terprises of which operate for local demands. The base sectors determine the place 
of the region (city) in the territorial division of labor; the level of employment 
and the overall size of the population are calculated from the scale of their de- 
velopment. Such a calculation has been employed in working out the general plans of 
cities and the regional development plans and designs since the 1930's [9] and pre- 
dominates in planning and construction practices even now. 


In assessing the above-mentioned theory, it is essential first of all to note the 
difficulty in differentiating the enterprises and organizations of a region (city) 
into the base and service ones [10]. The given concept does not satisfy the modern 
notions of the sources and aims of development for the regional systems and requires 
at least substantial additions. 


In the first place, under the conditions of intensification, an increase in the pro- 
duction scale of the base sectors should to an ever-greater degree be provided from 

scientific and technical progress and not by attracting additional labor resources? 

(excluding areas of new development). 


Secondly, for increasing well being there must be accelerated development of the non- 
production sphere and particularly the service sectors where a predominant portion 

of the increase in employed is to be shifted. But this means that gradually the 

link between employment in the base (urban-forming) sectors and the increase in the 
population of the regions (cities) is evermore weakened and, on the contrary, the 
dependence is strengthened between the growth of the population and the development 
of the service spheres. The latter is particularly noticeable in Moscow, Leningrad 
and other major cities. 


Thirdly, the theory of the economic base proceeds from the view that the composition 
and the scale of development for the leading sectors are determined on the upper, 
national economic level and are brought by subsequent disaggregation to the specific 
urban points where they are implemented. Such an approach does not sufficiently con- 
sider the interests of the regions and the specific features of the spatial organi- 
zation of the economy [1l]. In establishing the location of enterprises, use is 
chiefly made of sectorial resource consumption standards while the socioeconomic fac- 
tors are viewed only as supplementary expenditures or a "load" which reduces the ef- 
fectiveness of the analyzed version. Urban space is taken only as a source of re- 
sources; the consequences of placement related to the standard of living, amenities 
and accessibility do not serve as a matter of independent economic analysis and are 
not fully considered in the decision-taking process. As a result, certain short-term 
effects are achieved which, however, over the medium- and particularly the long-term 
operate as actual losses from the viewpoint of the compreheusive development of the 
cities, regions and urban agglomerations. 





Fourthly, the theory of the economic base views a city (and a region as well) out- 
side the dependence upon their inner structure as a strictly "point" formation and 
this runs ccntrary to the growth of the interlinking of the population points and 
the actual functioning of many of them as part of urban agglomerations. This seri- 
ously distorts the real conditions of placement and leads to an underestimating of 
intersettlement cooperation in the joint use of resources and their combinations. 


The territory of the daily cycle of human activity, that is, within 1.5-2 hours' 
accessibility from the center, possesses a special socioeconomic nature. The space 
and time proximity to a major city forms an independent development factor and the 
realization of this requires a unity in the organization of production and settle- 
ment as an intersectorial and interurban system that is territorially integrated 
within the entire region. Here it is essential to bear in mind that the "agglomera- 
tion effect" is manifested not only in a reduction in outlays but also (and possibly 
even more important) in a reduction in the times required to build the enterprises 
and introduce the achievements of scientific and technical progress into production, 
in improving product quality and enriching its assortment with new articles [12]. 
This effect is achieved not by the additional attraction of resources but rather by 
their better spatial organization, that is, by intensification. In other words, a 
unified functional-spatial organization of urban agglomerations becomes an essential 
factor in intensification. This should be taken into account in planning the de- 
velopment of production, in the efficiency calculations as well as in selecting the 
organizational structures for managing the production complexes of the cities and 
the group settlement systems formed on their basis. 


The content of the functional-spatial organization is determined primarily by the 
fact that as a result of the increased interactions of the population in the agglom- 
eration, a socioterritorial community is formed and this possesses a broad spectrum 
of interrelated material and spiritual interests. From the viewpoint of these in- 
terests (lying chiefly in the area of selecting places of employment, study, serv- 
ices and recreation), the economic basis operates as one of the functional subsys- 
tems the development of which should be carried out in relation to the other sub- 
systems on the basis of a unified functional-spatial organization. 


An analysis of 35 major urban agglomerations in our nation has shown that at present 
there is a rapid change in the sectorial structure of the economic base of both the 

cities which are the centers of large group systems as well as the population points 
of their exterior zone. 


These shifts are occurring in two directions. In the first place, the ratio between 
the production and nonproduction spheres is changing, particularly in the central 
cities. Employment is growing most rapidly in such sectors as science and scien- 
tific services, higher and specialized secondary education and administration. 
Secondly, there is a change in the sectorial composition of industry with more 

rapid development rates for the sectors which determine scientific and technical 
progress (precision machine building, the electronics and radio engineering indus- 
tries and instrument building). 


The specialization of the central cities in producing information and in the 

scientific-intensive sectors of industry has led to corresponding structural shifts 
in the economic base of the suburban zone. Certain of its centers are also undergo- 
ing predominant specialization in scientific, scientific-production and educational 














functions. At the same time, a number of land-intensive enteiprises with less 
skilled Labor is being "driven out" of the central cities. 


The reason for these shifts lies in the processes of production specialization and 
concentration and in the improving of its organization and management. The develop- 
ment of part, assembly and production specialization has led to the breaking up of 
production processes. This creates objective conditions for a transition from the 
plant to the territorial-group type of concentration with the production association 
becoming the organizational form of this. The integrated-type enterprises which in- 
clude all stages of the production cycle are being replaced by specialized affili- 
ates, sectorial and intersectorial base shops, preparation, auxiliary and repair 
production which are more dependent upon the economic "environment" and for this 
reason are most often located in the population points of a suburban zone.® Such 
affiliates are usually created on the basis of existing, as a rule, small and tech- 
nically poor equipped enterprises in this zone by their reconstruction and enlarge- 
ment. A definite role is also played by the direct moving of production projects. 
The moving of enterprises can substantially improve the sectorial structure of the 
center cities and reduce the number of personnel, at the same time contributing to 
the growth of production and population in the satellite cities. 


The growth of production and economic ties of the latter [satellite cities] with the 
central city and between themselves leads to the development of an economic base for 
the urban agglomerations as integrated territorial-production complexes (TPK). It 
is essential to point out that in the literature the concept of a TPK is most often 
linked either to new development (the Timan’-Pechora, Western Siberian and Southern 
Yakut TPK) or to the tapping of major mineral and raw material resources (the TPK of 
the Kursk Magnetic Anomaly and the Orenburg TPK). In actuality the creation of the 
TPK on the basis of dividing functions between the central cities, the main sub- 
centers and the other population points can serve as an effective form for intensi- 
fying production in all the economically developed regions. In this instance the 
construction of new enterprises is no longer the basis of forming the TPK but rather 
their reconstruction carried out considering the functional role and position of 
each population point in the regional settlement system. 


An analysis of the interlinks of intensification and urban development indicates, 
thus, that, in the first place, the processes of the growth of production efficiency 
can only be initiated through the system of cities where at present a predominant 
share of society's resources and virtually the entire potential of scientific and 
technical progress are concentrated. Secondly, on the upper level of this system, 
for the large and very large cities, intensification is inseparably linked to sub- 
urbanization and to a transition from the "point" compact structures to regional 
systems of the interrelated placement of production and settlement. 


For accelerating such a transition it is essential to strengthen the structural 
shifts in the economic base of the center cities by extending their specialization 

in the sectors of the scientific-technical complex and moving out the land- and 
resource-intensive, the harmful and less skilled types of production to the exterior 
zone. The territorial group type of concentration in the form of production and 
scientific-production associations and the development of new methods for the design- 
ing and integrated management of the group systems of population points must serve 

to carry out the given strategy. 
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3. Intensification: Problems of Creating Regional Management Information Systems 
(MIS-REGION) 


The utilization of regional intensification factors depends decisively upon progress 
in management, including the development of the physical plant for the collection, 
storage and processing of information by organizing a special class of man-machine 
MIS. Let us endeavor to formulate one of the possible directions of research in 
this area. Initially we will briefly describe the existing MIS and then outline a 
number of essential changes in the strategy of their development and application. 


The development of the MIS for long-term territorial planning and management are de- 
centralized, they are distributed over many organizations and consist of a multiplic- 
ity of local elements oriented at the specific goals of these organizations. Such 
MIS have been developed chiefly along extensive lines (by increasing the scale and 
degree of decentralization, the number of management personnel and so forth). Asa 
whole manual methods of collecting, storing, accumulating and processing the infor- 
mation predominate in them. 


At present, the possibilities of such extensive development, particularly considering 
the need to improve the quality, productivity and professional level of managerial 
labor, to a significant degree have been exhausted. A definite gap has formed be- 
tween the demands made on the local planning and management bodies and also on the 
territorial scientific, research and design organizations and their actual capabili- 
ties. An urgent need has arisen to improve the MIS in the direction of intensifying 
the information processes. The creation of telecommunications computer centers in 
principle makes it possible to do this. However, the realization of such an oppor- 
tunity is impeded by the practice of building isolated small MIS which are oriented 
at the information requirements of each individual user.’ 


As a result, regardless of the significant advances in the area of developing the 
hardware and software for the large, small and microcomputers, the industrial de- 
velopment of a certain range of peripheral and terminal devices and the organizing 
of experimental data transmission networks and the first computer networks, the de- 
gree of utilizing this rapidly growing potential for data processing is insufficient. 
On the agenda is the problem of rationally organizing the information support from 
the viewpoint of the interests of the entire national economy. Such an organization 
is incompatible, in our opinion, either with the keeping of its separateness between 
the nuierous enterprises and institutions as well as the further development of a 
sectcrial approach inevitable in organizing a network of computer centers solely 
along the vertical of "one's" ministry of department. The attempts to broaden the 
MIS of the individual enterprises and organizations in this direction lead to their 
excessive complicating, to difficulties in coordinating the decisions to be taken 
and - a rise in the time inertia of the information systems and the change thresh- 
old.’ 


As for the large sectorial MIS, here the very structure of the problems is a defin- 
ite limitation. It is a question of organizing intersectorial interaction, creating 
a unified infrastructure, centralizing the intersectorial types of production, form- 
ing industrial centers, TPK and collectively used scientific-technical centers. 
Another class of problems is related to social development, that is, the rational use 
and conservation of natural resources and the reproduction of the vital conditions 
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for the population and the factors of labor activity. All these questions are of 

an interorganizational, nondepartmental nature and necessitate a certain sort of 
"socializing" of socioeconomic information which is presently scattered over many 
relatively independent enterprises and institutions, 

For solving this problem it is essential, in our »pinion, to adjust the strategy for 
the regional organization of the information network, that is, to supplement (and in 
a number of instances, replace) its existing elements with large territorial MIS 
(primarily on the level of the cities, krays, oblasts and autonomous republics) which 
on an intersectorial basis accumulate information on the economis interactions as 
well as on the state and ways of solving long-term social, ecological and infrastruc- 
ture problems. Such an approach is objectively dictated by a number of conditions: 
in the first place, by the demands of the new stage of socializing production involv- 
ing the predominant improvement of its intersectorial and territorial forms; second- 
ly, by the growing orientation of development at achieving social goals and this iu- 
volves the spread of management into new spheres of social life and a significant 
complicating of its methods; thirdly, by the necessity of systematizing and ration- 
alizing the functioning of the nonproduction sphere, the effectiveness of which to 

an ever-greater degree at praesent determines not only the possibilities of improving 
well being but also the determining factors of productivity. The experience and 
practice of social planning for labor collectives have shown [3] that 

many important questions of social development (providing general and specialized 
education, cultural and domestic services, the operation of public transport, hous- 
ing construction and so forth) cannot be effectively solved within the limits of an 
enterprise or sector but rather require a comprehensive approach on the scale of the 
settlement, rayon, oblast and other territorial units. 


The region, as an object of management, is a complex, heterogeneous spatially dis- 
tributed, open and developing system. It actively interacts with the environment, 
with the sectorial and functional management elements as well as with the general 
state bodies of centralized strategic leadership. The limits of the category of a 
"region" have been interpreted very diversely so that at any given moment several 
variations for determining the same regional object can be viewed simultaneously in 
a management or control system. Within a region it is possible to isolate various 
combinations of both "physical" (settlements, rivers, lakes, mineral deposits) as 
well as "logical" (sectors, TPK, industrial centers and so forth) classes of ele- 
ments. The latter function in an interaction so that the properties of one class 
in the general instance influence the conditions created by others. The aggregates 
of indicators reflecting these have not been sufficiently examined; their very 
choice is at times dictated by the limitations of the organizational and financial 
mechanism [15}. 


As is known, actually operating control bodies correspond to only certain institu- 
tionally formalized regional systems (an oblast, kray or republic). But these 
bodies are involved only with a portion of information on the development of the 
productive forces in a given territory. The coordinating of decisions taken by the 
various organizational structures of regional management between themselves as well 
as with the decisions of the sectorial and functional bodies comprises the essence 
of strategic planning and management procedures. For this reason the creation of 
the MIS-REGION requires the further development of the functions and bodies of ter- 
ritorial planning and management. It is a question of a real principal user of such 
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a multipurpose system and that its information and computer potential not remain un- 
used. At the present stage the most urgent in this sense is the separating of the 
functions of long-range territurial planning from the short-range and particularly 
from current activities involved in managing the local-level sectors. This problem 
can be solved, in our view, by creating special long-range planning bodies (OPP) un- 
der the oblast executive committees. The OPP should be based on interdisciplinary 
organizational and research groups which coordinate planning and design activities 

in the area of the locating of production and the organizing of settlement, particu- 
larly for the problem of developing the infrastructure and ecology. In particular, 
the new body could carry out the important task of determining total capital invest- 
ments for the development of the infrastructure and for the amount of proportional 
participation of the individual ministries and departments in its financing. The 
OPP should have a beneficial influence also on the exercising of the leadership func- 
tions over the current activities of the local sectors by the oblast planning commis- 
sions. The experience of the GDR (where district territorial planning bureaus which 
are in many ways analogous are in use) shows the effectiveness from such strengthen- 
ing of the long-range regional planning and management functions [ltb, pp 119-121]. 


As tor the very organization of the regional MIS, here the most important is the 
choice of the correct general direction at the very first stage. From this viewpoint 
it is advisable to compare four existing approaches to the formation of the MIS (see, 
for example, [17, 18]). 


The first of them could be termed problem-oriented. The computers are employed for 
solving autonomous problems which, as a rule, are not interrelated. Increased effi- 
ciency is achieved by automating the individual, most labor-intensive operations. 
The organizational management structure, the information flows and the very planning 
techniques here do not change. The given method has been rather widely employed in 
planning practices, however its potential is very limited. 


The second approach involves the rationalizing of information flows. Proceeding 
from the existing data structure, it provides the elaboration of the most rational 
procedures for presenting them to the computer. The control system is viewed as a 
stable organization with clearly defined goals and functions; the question of the 
advisability of what the MIS is doing is not raised. At present, precisely this 
method is most widespread in practical studies. 


The third approach is aimed at solutions employing mathematical models and optimiza- 
tion methods. Here the goals, parameters and constraints of the system are usually 
considered known. This predominates in theoretical studies and, regardless of the 
difficulties of realization, is also employed in practice, particularly for systems 
with sufficiently stable strategic goals. 


All the designated approaches in an unobvious form are oriented at maintaining and 
strengthening individual properties of the organizational management structure in 
the information base of the MIS and not at developing the regional system itself. 
Precisely this circumstance technically does not make it possible to create suffici- 
ently maneuverable, developing MIS. 


Recently, a fourth approach has appeared to improving the MIS and this is aimed at 
ie) ° 7 . 
the development strategy” of the regional system. Up to now, in contrast to the 

















tirst three, this has not gone to the point of specific procedures and recommenda- 
tions. As far as we know, a MIS has not yet been created which fully meets its re- 
quirements. Actually, one can speak more of a general theory of the strategic man- 
agement of an organization [19-21] and based upon the ideas of "sliding'’ management, 
goal formation and maneuvering on a continuous basis. We share the opinion that such 
an approach is promising and consider it necessary and possible to extend this to 
working out man-machine MIS designed for long-term planning and management of region- 
al development. 


It is not a question of an extensive broadening of the mathematical methods and 
models as they themselves are needed in a certain environment and it is in no way 
accidental that the attempts to introduce them directly into planning practices have 
not always produced the desired effect [22]. This is related to a whole series of 
circumstances. 


In the tirst place, in a majority of instances the elaborated models simulate hypo- 
thetically accepted laws and trends on a very high level of aggregation. 


Secondly, their formal presentation is mainly borrowed (unfortunately, without the 
necessary basis) from the classic areas of mathematics elaborated for other areas 
(for example, mathematical economics, automatic control theory, mathematical pro- 
gramming, random process theory and others). As a result the transition from a 
meaningful description of a region to a formal one is most often not equivalent. 


Thirdly, regardless of the appearance of numerous medeling languages, the results 
obtained with their aid from model experiments cannot be viewed as independent since 
the principles for constructing these languages, the employed sets of concepts and 
areas of application virtually coincide [23]. 


Fourthly, traditionally in the modeling of regional systems it has been assumed that 
the goals, trerds and patterns of their development are previously known, the cri- 
teria had been defined while the substantive and formal descriptions of the states 
of the system have been made before resorting to the computer. However, this does 
not correspond to the growing importance of the MIS themselves or to the tendency 

of territorial development, research and management to merge into a single socioeco- 
nomic process. 


Fifthly, the form of the results obtained with their aid does not contribute to the 
active use of the mathematical models in planning and management practices. The re- 
sults are not adapted sufficiently to the information requirements of the decisior 
maker and are divorced from the other regularly elaborated documents on the region's 
development and from the real capabilities of the existing MIS. In many instances 
there has been an attempt to replace the activities of the decision maker by a model 
and to justify decisions the taking of which simply is not within the competence of 
the given researcher. The basic problem, in our view, consists in the fact that we 
are endeavoring to transfer to the existing models the experience acquired in de- 
scribing reflex (completely formalizable) systems. Such an approach in essence is 
identical to the premise that not living people but finite automata participate in 

a regional system (as is known, these automata act in the same way in analogous situ- 
ations). In actuality the regional systems are fundamentally nonreflex. 
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The real development of regional systems differs substantially from forecasts ob- 
tained by using such models and for this reason serious difficulties arise in the 
process of interpreting the modeling results and, particularly, along the path of in- 
troducing them into the practices of territorial planning and management. 


As a whole "mathematical economics models have still not become a sufficiently effec- 
tive lever tor mobilizing the potential reserves of the national economy and its 
individual elements. The introduction of models has had predominantly a local 
nature and the degree of their popularity is determined by the degree of the in- 
tensity of developer efforts'"’ [22]; "difficulties of an information and technical 
nature'’ have been pointed to as one of the basic reasons for this. In our view, the 
problem is not so much in technical as it is in fundamental problems related to the 
general state of knowledge on the social and economic objects in computer systems. 


In the existing practices of modeling and mathematical economics analysis, most at- 
tention has been given to two stages: to establishing criteria and to the direct 
choice oft decisions. Their exceptional importance is obvious. Nevertheless an anal- 
ysis of activities of a decision maker has shown that both the choice of the criteria 
and the assessment of the situations comprise a substantially smaller part of the de- 
cision torming process than do the stages of seeking out, collecting and measuring 
the initial necessary data, identifying development trends and patterns, investigat- 
ing relationships between the system and the environment and establishing the appro- 
priate constraints. The most complicated and at the same time least studied are the 
stages of goal formation, the state o: knowledge about the regional system and the 
realization of the taken decisions. The quantity and diversity of goals formed and 
realized in the planning and management processes are very great. The rate of their 
changes is determined by the speed of all other shifts occurring in the regional 
system as well as in its external environment and the control mechanism. 


Our practical experience has shown that abstract modeling of such complex systems as 
a region "in general" is impossible with the present level of knowledge, equipment 
and techniques. Instead of this it is essential to use the phenomenological proper- 
ties and specific patterns in the functioning and development of real regional sys- 
tems. The latter are divided into a finite set of nonintersecting classes of ele- 
ments while each class is divided into a finite number of nonintersecting types which 
with existing planning and management practices cannot be further divided into com- 
ponent parts. 


A preliminary investigation of such classes and types which are elements of a spe- 
cific region has shown that a large amount of data on them can be found in the cur- 
rent local MIS of the individual organizations. However, these data are virtually 
inaccessible to other users and for this reason there is the important task of de- 
termining the set of initial indicators minimally necessary for the needs of planning 
and managing regional development. Such an information model for a regional system 
can be, in our opinion, realized on the presently existing technical, program and 
communications equipment. The structure of the model is determined by the regional 
management functions and by its orientation primarily at social goals. In particu- 
lar this requires consideration of the specific features of sociodemographic groups. 


The necessity of an appropriate differentiation in the controlling actions is deter- 
mined, in the first place, by the overall accelerated change in the incentives and 
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regulators of human conduct, by the complexity of the system of needs and, secondly, 
by the development of the social structure in the course of which, against a back- 
yround of the growing soclal homogeneity of society as a whole, the importance of 
protessional, demographic, educational and other intergroup differences has risen. 


Social control of regional development should take these particular features into 
account and utilize them in the process of forming and strengthening the territorial 
communities of the population. This is particularly essential in carrying out re- 
gional socioeconomic policy in areas of accelerated development (the zones of the 
BAM [Baykal-Amur Mainline], the KATEK [Kansk-Achinsk Fuel and Power Complex] and 
others). Problem-oriented sociological surveys are an effective instrument for ob- 
taining the appropriate information. With their aid it is possible to determine 
preferences and the degree of satisfaction of the population (as one of the com- 
ponents of the social effect). This is a condition for including the broad public 
in the processes of working out and adopting socioeconomic decisions. 


The information received in the course of sociological surveys consists basically of 
qualitative data the adaptation of which for social control needs is a serious and 
largely unsolved problem. This is due primarily to the insufficient development of 
methods oriented at establishing dependences between the specific values of social 
indicators. Such opportunities, in our view, are provided by the techniques of de- 
termination analysis [24]. The organizing of effective social control procedures 
requires the incorporation of a special subsystem for collecting and processing 
sociological information in the MIS-REGION. This, along with statistical data, must 
provide the forming of an adequate empirical basis in the regional research and man- 
agement systems. 


The incorporating of the processed and interpreted results of such surveys in the 
functioning processes of the MIS-REGION, in ensuring the development of direct infor- 
mation ties and feedback between the population and the control system (the micro- 
and macro-levels of the regional system), makes it possible to effectively isolate 
the areas for correcting the content and language of the control actions. The effec- 
tive achieving of social control aims depends largely upon the subsequent reinforcing 
of these links in the structure of the organizational economic mechanism. The forma- 
tion of an adequate normative base for social planning and management of regional de- 
velopment should, in particular, become one of the tasks of the sociological sub- 
system of the MIS-REGION. 


Work on creating the MIS-REGION has been carried out in the following areas: 


Ll) The formation of a system's concept of regional development under the conditions 
of the intensifying of social production; 


2) The elaboration of a methodology of applied systems analysis of nonreflex 
(possessing intrinsic behavior) systems and synthesis of the systems for controlling 


their development; 


3) The creation of the instrumentarium (applied programs, data files and documents) 
and the techniques for using them for constructing the MIS-REGION; 
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4) ‘the elaboration of fragments of the MIS-REGION (primarily the data files and the 
program Libraries) using the specific material of a prototype region. 


Up to the present, a study has been made on the interaction of cities in the locating 
of new industrial enterprises and the reconstruction of existing ones using the ex- 
ample of Irkutskaya Oblast. A number of mechanisms for the self-organization of 
urban settlement have been disclosed; the existence of a close link has been shown 
between such characteristics of cities as population size and its increase, capital 
investments into the production and nonproduction sphere as well as the increase in 
the number of persons employed in social production [25]. 


Sets of programs have been worked out for organizing, keeping and reorganizing the 
initial relationships of the data files, for organizing reports upon request, for 
manipulating the data, including the use of determination analysis techniques. !° 


FOOTNOTES 


From this it follows, in particular, that the modeling of a regional intersec- 
torial balance should be supplemented by constructing an organizational economic 
mechanism for intraregional cooperation between the enterprises (particularly 
along the line of developing the infrastructure). Otherwise the use of the gross 
product flows can create an illusion of unified regional management of the sec- 
tors and this in no way helps to consider the real economic and spatial organiza- 
tional features of the production installations. 


Nh 


The system of social guarantees becomes a reflection of this standard in distri- 
bution policy [3, 4]. 


The spatial distribution of this potential and hence the realization of the vital 
plans of the population are determined by the forms of settlement. 


From the standpoint of intensification, precisely the trend for a rise in the 


number of new industrial centers and the extensive spread of industry "in 


breadth" must be recognized as an inertia trend. 


uw 


It can even be asserted that the existing practice of allocating funds for hous- 
ing and nonproduction projects, primarily for an increased number of employees, 
has become one of the factors causing a continuation of extensive growth and the 
"headway" of the more labor-intensive variations of new construction and recon- 
struction. 


6 It is sometimes assumed [13, p 230] that the small- and medium-sized enterprises, 
in contrast to the large ones, possess a relative "freedom of placement." In 
actuality this is valid only for the zones of influence of large urban centers. 
Beyond them the outlays for the autonomous functioning of large enterprises are, 
as a rule, higher. This is due to their increased need for contacts with other 
industrial (and not only industrial) installations. It is no accident that in 
foreign placement practices the orientation of the small- and medium-sized enter- 


prises to the large cities is even more apparent than for large enterprises [14, 
p 112]. 
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. Rogovin, V. Z., "Sotsial'naya politika v razvitom sotsialisticheskom obshchestve' 


Precisely this has given rise, in our view, to the instances of a certain mis- 
trust in the possibilities of computers on behalf of practicing managers whom we 
below, in accord with the established tradition, will call the decision makers. 


The possibilities Linked to the use of microcomputers do not fundamentally alter 

this situation. The main problem remains of a socioeconomic organization of the 

information complex and the effective reconciling of sectorial interests with the 
interests of the territory and society as a whole. 


Here by strategy we understand the general attitude toward different areas in the 
development of the regional system and formed in the process of detecting, in- 
vestigating and utilizing the development patterns and trends in its individual 
elements, groups of elements and the system as a whole. 


The corresponding techniques for machine data process have been realized at the 
unified computer center and have undergone an experimental varification in re- 
search on social control in the area of the KATEK using a mass of sociological 
information obtained by the All-Union Scientific Research Institute for Socio- 
logical Information Under the State Committee for Science and Technology and the 
USSR Academy of Sciences together with Krasnoyarsk sociologists in 1979-1980 [26]. 
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REGIONAL DEVELOPMENT 


DEVELOPMENTAL PROBLEMS OF TERRITORIAL PRODUCTION COMPLEXES 
Moscow PRAVDA in Russian 16 Mar 82 p 2 


[Article by A. Kochetkov, head of a laboratory of the All-Union Scientific- 
Research Institute of Systems Research, doctor of economic sciences, Moscow; 
"To Develop Integratedly"] 


[Text] Out of an idea born of science, territorial production complexes have be- 
come a real practice in the organization of industrial production. Today a 
considerable number of different-type TPC [TPK] are being established. The 
decisions of the 26th Party Congress provide for the accelerated development 

of the most important of them. 


Calculations of designers and planning personnel show that the approach to the 
development of new regions as for the overall whole makes it possible to increase 
the yield of capital investment and to achieve bigger results with small out- 
lays. Unfortunately, these calculations are not always confirmed in practice. 
So far it has not been possible at the complexes to attain the required propor- 
tionality in industrial and civil housing construction; sometimes there is a 
lag in the development of construction, food bases and production and social 
infrastructures. 


The negative consequences of a lack of coordination in the operations of the 
USSR Ministry of Power and Electrification and the USSR Ministry of Coal Indus- 
try in the zone of the Pavlodar-Ekibastuz complex are known. Nonetheless, 
these ministries are repeating their mistakes in the forming of the Kansk- 
Achinsk Territorial Production Complex--they are slow in developing the construc- 
tion base and rear services and are doing a poor job of building up the center 
of the southern hub of the KATEK [Kansk-Achinsk Fuel Power Complex] 

--the city of Sharypovo. Many people doubt that it would be possible here to 
put into operation in a synchronous manner closely connected elements of the 
complex: thermal stations, coal pits and the transport conveyor connecting 
them. 


In another complex--the Timan-Pechora complex=-—construction organizations 

are in operation which are under 16 different ministries. And timber is being 
cut by more than 200 small units belong to tens of departments. It is no acci- 
dent that the share of unused timber wastes reaches 30-40 percent; outlays of 
per ruble of production of the small enterprises exceed two-threefold average 
sectorial. 
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A problem of significant importance is that of full use of another natural raw 
material, particularly at the Buktyl'skiy gas-condensate deposit. The system 
of its development, which is based on natural yield of the bed has resulted in 
the loss of the gas condensate. As a result, capacities of the gas processing 
plant under the Ministry of Gas Industry are not operating at full load. At 
the same time the Ministry of Petroleum Industry during the last five-year 
plan put into operation in Usinsk the first section of the new gas refining 
plant and designed the construction of a second and third section. 


We believe that the reason for the "nonintegration of the complexes" is to be 
found in the incompletely worked out mechanism of combining of sectorial and 
regional control and in the inadequate reliability of the existing forms of 
intersectorial coordination. The creation of a commission on questions of de- 
velopment of the Western Siberian Territorial Production Complex under the USSR 
Council of Ministers and a corresponding commission under Gosplan USSR was a 
progressive step. But the uniqueness of this complex does not permit spreading 
in the most simple way the discovered successful form of management to other 
regions, each of which has its own special features, its own collection of 
sectors and therefore its own problems. The creation of similar organs with 
Ssupradepartmental authority for other TPC inevitably complicates management, 
increases the multistep character of adoption of a decision. At the same time, 
practice indicates that it is necessary to reduce the managerial apparatus and 
to simplify the process of adoption of both strategic and operational decisions. 


Today a need exists not only to transform the organizational structure of man- 
agement but also to rectify and make workable the actual mechanism of planning, 
financing, supply, cost accounting and incentives in the regional production 
complex. Moreover, in order to create economic organizational unity among all 
the participants of the technological conveyor relating to the building of the 
complex--orderers, planners, contractors, suppliers and subcontractors--not 
only individual improvements are required but also a radical reorganization of 
the system of management of the complexes. 


In the organizational aspect, a common factor for the different complexes is 
the fact that their operation must be done at two levels. At the top level, to 
coordinate the operations of the ministries and at the regional level--the 
associations and enterprises subordinated to them as well as local soviets. 

The most practicable for the Sayansk, Kansk-Achinsk, Pavlodar-Ekibastuz and 
Timan=-Pechora TPC is the appointment of governmental representatives to head 
commissions composed of responsible representatives of a number of central 
departments and ministries as well as of republic and local organs. The inter- 
departmental commissions should have a small working apparatus (bureau), ensur- 
ing their regular operation. Such an apparatus could also be formed within the 
framework of local planning organs. 


On the territory of intersectorial complexes, the role of the organ of opera- 
tional management is capable of most effectively exercising unifying direction 
over the enterprises under construction; it will replace sectorial boards and 
assume the functions of a single ordering agency for the complex as a whole. 
Such boards, exercising supervision through the formation of multisectorial 


2 


industrial hubs, operate successfully in PFulgaria and in our case, for example, 
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in Moldavia. They can improve the interrelations of the participants of the 
construction process, deal with resources more quickly, reduce the duration 

of the period from the adoption of decisions to the start-up of production and 
infrastructural capacities and reduce expenditures for their own administrative 
activities. 


It is necessary to look more attentively at the Hungarian experience. There 
for the coordination of the work of contracting organizations, intersectorial 
construction and installation associations have been formed on a contractual 
basis (that is, with the retention of juridical independence and sectorial 
subordination). The central apparatus of such an association can fulfill the 
functions of a general contractor for the complex as a whole. That is, it can 
select subcontractors, conclude contracts and monitor their fulfillment on the 
basis of an interdepartmental network schedule. It is advisable to have as 
part of the association a large administration of technological-production 
assembly [komplektatsiya]. In our opinion through the reduction of the number 
and periods of different coordinations, tie-ins, expertise would be able to 
speed up the investment-construction cycle in the creation of complexes by a 
minimum of one-fourth. 


A different scheme is needed for the systemof operating those TPC in which one 
of the sectors predominates, for example, the South-Yakut or the Kursk Magnetic 
Anomaly complex. Here it evidently would be more advantageous to create an 
interdepartmental commission and unified management of enterprises under con- | 
struction on the basis of a head construction ministry. 


But we must emphasize that in all cases it is necessary not to be oriented toward 
the formation of new organs of management of the complexes (only interdepart- 
mental commissions with a minimal working apparatus are actually such) but 
rather toward qualitative changes in the developed sectorial forms of manage- 
ment, changes making it possible to reduce administrative-managerial personnel. 
Planning commissions of ispolkoms of soviets of people's deputies of krays and 
oblast will help in the better creation of sectorial and regional management. 

It is essential to increase the role of local organs in order to ensure full- 
blooded economic and social development of the complexes. Soviets must actively 
participate in the operation of interdepartmental commissions, unified management 
and governing bodies of contracted construction and installation associations, 
working thereby for social and economic balance on the territories of TPC. Inm- 
provement of supply to the population of manufactured goods and food products 

as well as dependable operation of civil housing facilities largely depend on 
then. 


The stated proposals only deal with the organizational side of the system of 
management of territorial production complexes. Other of its components are no 
less important--economic, legal and informational. Planning of capital invest- 
ment in our view should be done while taking into account the long-term spe- 
cial goal program with planned targets shown on a separate line. It is impor- 
tant to develop a clear-cut procedure for the determination of shared partic- 
ipation of ministries in the financing of facilities common to the entire TPC. 


129 








For the purpose of interrelated capacities and the construction projects of dif- 
ferent sectors being erected synchronously, ministries and departments evidently 
Should conclude special multilateral contracts or else in general agreements on 
the example of the contractm the cooperation of enterprises and institutes par- 
ticipating in the construction of Sayan-Shushenskaya GES. The general agreement 
should specify the reciprocal obligations of the parties in regard to the crea= 
tion and utilization of a centralized infrastructure, the formation of a joint 
board, a single material-incentives fund and the like. Such documents should be 
made obligatory in regard to execution. 


There is no need to wait for any special decisions on this question by directive 
Organs. Conclusion of the general agreement, unification of departmental boards 
of the enterprises being built, reaching of agreements on cooperation of con- 
tracting organizations, the creation of a permanently operating interdepartmental 
commission and coordination of indicators of planning and assessment of the op- 
eration of the enterprises--all these and many other comparable actions should 
be adopted on the initiative and within the limits of the existing rights of the 
ministries and departments participating in the establishment of the complexes. 
Of course, this means with the support of Gosplan USSR and Gosstroy USSR, which 
must be the initiators in the creation of a reliable system of operation of 
territorial production complexes and thus in the attainment of high national- 
economic effectiveness on their part. 
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DESCRIPTION OF KANSK=ACHINSK TERRITORIAL PRODUCTION COMPLEX 
Moscow EKONOMICHESKAYA GAZETA in Russian No 10, Mar 82 p 16 


[Description contained in reply to letter to editor by A. Korzhenitskiy, expert 
of Gosplan USSR] 


[Text] Reader V. Zarubin from Moscow asks for a description 

of the Kansk-Achinsk Territorial Production Complex, the further 
forming of which is provided by the Basic Directions of Econ- 
omic and Social Development of the Country specified by the 

26th CPSU Congress. 


In the center of Siberia, there stretches along 800 kilometers of the Transsi- 
berian Main Line the unique Kansk=-Achinsk brown-coal basin. Large strata of 
coal (in places of up to 80-100 meters) occur at a comparatively shallow depth. 
Stocks of coal suitable for open-cast mining alone are estimated at 140 billion 
tons. 


The 26th CPSU Congress outlined ways of accelerated development of the basin's 
resources and the construction on this basis of powerful thermal electric-power 
Stations. At each of the new gigantic cuts 55-60 million tons of coal will be 
procured. The use in their connection of rotor complexes with a pzvoductivity 
of 5,250 cubic meters and more per hour with a conveyor feeding coal to the 
GRES will ensure low production cost--for Kansk=Achinsk coal it will be one- 
half that of Kuznetsk coal and one-fifth that of Donets coal. 


Each of the thermal electric-power stations with a capacity of 6.4 million kilo- 
watts will produce as much electric power as the Krasnoyarsk and Sayan- 
Shushenskaya Hydroelectric Power Stations combined. 


During the llth Five-Year Plan, the first section of Berezovskiy Pit No 1 will 
go into operation, Modernization of the Irsha-Borodinskiy and Nazarovskiy pits 
with a total capacity of production of 21 million tons of coal per year will be 
completed. By the end of the five-year plan, coal production will amount to 
more than 48 million tons, a growth of 40 percent, and the share of the basin 
in the all-union production will reach 15 percent. 


At Berezovskaya GRES No l, the first turbingof 800,000 kilowatts each will be- 
come operational. The use of power units of such capacity compared to units 
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with a capacity of 300,000 kilowatts ensures a saving of 10 percent of capital 
investment and up to 20 percent of metal. Specific labor outlays in construc- 
tion are being reduced by one-third; the specific size of mining personnel is 
being reduced two=- to threefold. All this is of great importance under the 
conditions of Siberia. 


For transmission of electric power, alternating-current transmission lines are 
being erected with a voltage of 1,150 kV and a transmission capacity of 4 mil- 
lion kW, 


The construction of the Krasnoyarsk Plant for Heavy Excavators is proceeding at 
an accelerated rate; its products are intended for future gigantic coal pits. 
With start up of the first section during the current five-year plan, the plant 
will produce annually 60 quarry excavators (at the present time, only five such 
machines are being put out), eight walking drag-line excavators and powerful 
rotor complexes. This equipment will make it possible significantly to raise 
labor productivity at coal pits. It is sufficient to say that the use of the 
ERP=5250 rotor complex replaces the work of eight single-bucket EKG-8 excava- 
tors, which are the most widespread today. 


There is being formed around the fuel and power nucleus a new large territorial 
production complex consisting of enterprises of nonferrous metallurgy, chemical 
and petrochemical industry for the purpose of on-site use of the largest pos- 
sible amount of fuel and electric power. Expansion and construction of an 
alumina combine and a petroleum-refining plant at Achinsk and of the Sibvolokno 
Synthetic Fiber Plant at Zaozernyy are continuing. Over the long term there 
will have to be work on the question of production of synthetic liquid fuel 
from Kansk-Achinsk coals. 


The Kansk=Achinsk Territorial Production Complex consists not only of gigantic 
coal pits, electric-power stations and plants but also new modern cities. 
Sharypovo is being built as a new city for power-engineering personnel and 
coal miners; the old ones are being expanded: Nazarovo, Achinsk, Zaozernyy, 
Borodino. During the lith Five-Year Plan it is planned to put into use 2 mil- 
lion square meters of housing, preschool institutions, schools and hospitals. 
This will raise the level of social services for the builders of the complex. 


The llth Five-Year Plan is only the beginning of the formation of the complex; 
it is being assigned an important role in the solution of the fuel and power 
problem of the country, a further rise in the economic efficiency of public 
production and growth of Siberia's economic potential. 
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